
summry ~f POC.6 Key Qualifications: 

* 

* 

* 

* 

POC is the most experienced company in providing full 
service solutions to presidential primary campaigns. 

BOC was trusted by Bank in '92 regarding matching funds as 
collateral f o r  "bridge" loan between matching funds payments. 

~0C.s proprietary software used in 5 presidential primaries. 
This software took over 15 years to develop. 

PDC has excellent security habits and procedures regarding 
data; our computer access configuration eliminates worry 
about introduction of a "virus." 

POC has an excellent KecOKd of maintaining customer trust 
by our quality work and quick responsiveness. 

POC has no axe to grind -- we arc professional data managers; 
we answer to the caiupaign management and respond to the 
campaign workers with courtesy, leadership, and an underlying 
appreciation for their problems and tasks. 

POC is ready to focus and give priority to '96 campaign 
by instituting the Xnformabion and Support Center. 

POC is uniquely poised to provide "total state-of-readiness" 
for the ' 9 6  Reelection campaign. 
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m C * s  Service .With Leadership" Attitude La Vary I[ 

our attitude toward service can best be described by what we 
call 'service leadership." That is, when our customers ask 
us a question, we answer their question and then some. 

We try to make sure we understand what they are trying to 
accomplish (selection) and make sure that the information we 
provide is exactly what will be the most helpful. 

We also make sure the format (presentation on the paper) and 
the order (sort) of the information is the best possible to 
solve their problem. 

_____-------_---_-_________o____________------------------- 

Responsive Service to caepaign workers across the U.S.: 

If you asked for it, you must need it. 

In the last campaign, we had special pride in our ability to 
"turnaround" 8 request on the same day, frequently within 
minutes of being asked if the information was being printed 
on a printer in Little Rock. 

We have rushed many times to the express shipping offices with 
packages to be over-nighted throughout the U.S., the request for 
which had been received just an hour or so earlier. 

With our experience supporting campaign workers all across the 
country in '92 we plan on being even better prepared this time 
around to deliver the information product on paper, on diskette, 
on mag tape, via telephone Pines, or verbally. 

-_-__---pI----------____________l___l___--------------- 

'Pouring on the C o a l "  Services: 

As was so crucial during early ' 9 2 ,  if there is a need to get 
the receipts from a Saturday night fundraiser included in a 
matching funds submission due the following Monday, we worked 
round-the-clock all weekend to make that possible beginning 
with picking up the deposit and check copies at the airport 
as they were shipped in to us. 

One of the reasons the Tsongas campaign sputtered after their 
New Hampshire win was their inability ta rapidly process the 
deludge of checks that followed -- and his campaign was the 
first to get "organized" in '91. 

-_______----_-------__________I 
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m.6 Proprietary Boftware 10 Ala0 Very Experienced: 

Throughout this proposal the "experience of POC" has been 
emphasized and for good reason, experience counts heavily 
toward evaluating our future performance. 

Generally speaking, 'experience" is referring to the pertinent 
experiences of the principals and senior staff of an organization 
and not their software tools. 

But in ~0C.s case, the "experience" of our proprietary software 
tool, DataFocus, is every bit as important as the experience of 
the people at POC. 

- It has taken POC 15 years to develop DataFocus to the current 
level of power, flexibility, reliability, and campaign-application 
specificity capable of supporting the demanding data management 
requirements of a presidential primary campaign. 

- We DO NOT HAVE A PROGRRblMER on staff and never have. Our 
software is designed so the database is parameter driven and the 
products are completely in the control of the user by a set of 
easy to master "conventions." 

- Our emphasis is on the DATA. Without reliable, accurate data, 
the output is obviously of questionable usefulness. We have 
numerous ways to help ourselves and our users "find" bad and 
"suspect" data so it can be corrected. 

- HUMANS WILL MAKE MISTAKES regardless of the "edits" and various 
controls established and our tools can help us find them. 

- We credit our success in matching funds accuracy to our software 
tool DataFocus -- no quertion. It is true we know how to use 
the tool perfectly but we certainly wouldn't want to tackle the 
job of data management of a presidential primary campaign without 
our powerful software tools. 

- Package software tools just don't have the power, the flexibility, 
the reliability, and the applicaton specificity built-in to handle 
the data management tasks required by a presidential primary. 

- Reliance on programmers is obviously asking for trouble AND a 
big bill. Too many "things" are always surfacing that "no one 
knew about" to make reliance on programers and programming the 
dynamic answer to day-to-day data management. 

.................................................... 
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% mrture of Poor Quality anfo 

ma TORTURE or BaD IN fm is often more f liar than the 
benefits of quality inforratinn nb : 

- time delays sifting through data and cleaning it up, 
- inability to quickly get figures needed for critical 

- false Rstarts" on a project due to problems with data, 

- embarrasing inaccuracies in thank-you letters og 

- inability to meet reporting deadlines with accurate 

- bad reflections on candidate beesuse of inability to 
- expensive "end of campaign" clean-up. 

decision making, 

gucot lists, 

data, 

keep up with volume, and 

FIT5 are the QPPOSXTE of thc V@ PLUS: 

- ability to use the data, spur of moment, to quickly 
generate a product that is critical to the success 
of the candidate, 

- ability to gain confidence of bankers when arranging 
€or credit line to "bridge" between matching funds 
payments, 

are able to be free to do their political work, 
- ability to effectively support campaign workers so they 
- cost effectiveness, and 
- peace of mind that everything is able to run a6 smoothly 

as possible because the data is accurate end available. 
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wn$erstending presidential Frimry Accounting: 

A $31 million dollar campaign must have an accounting of the 
money coming in and the money going out just like any other 
organization. 

Presidential priraary accounting would be a snap if only an 
waccounting" of transactions is needed. But campaigns HUST 
use bookkeeping information to serve many purpose 

_--__----^-------u--_____________o_I____------ 

Contribution data is used to: 
-----------------P----------- 

- fulfill simple bookkeeping requirements of money coming in - serve witching funds proceasing - serve contributions management and document tracking - fulfill FEC coaplianee requirements - serve thank-you letter generation - serve cash flow management - track fundraising goals by regions/states/couneies/eec. - support all fundraising efforts and goals managelsent - support events management - support direct mail rnenagement - support numerous communications to contributors - fulfill mansgcssent information requirements 
trpenditura data is used to: 
---------I------------------ 

- fulfill sisaple bookkeeping of accounts payable - track "deposit" batches made by the campaign - serve as basis for bank statement balancing - support payroll activities and regorting - pay and track *filing fees and obligations" - serve cash flow management - fulfill internal budget process - support and track procurement 05 services - support and track contracts, future obligations, & contacts 
regarding procurement and fulfill - fulfill FEC compliance requirerments - fulfill FEC state allocations tracking - fulfill FEC audit requirements 

- s@rve as basis of information for FEC MOCO statements - provide vendor information and suPaary data - fulfill management inforination ccquirePents 

nt of campaign obligations 
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mtabaze software peckagar tco wak for prasi ntial accounting: 

Database management packages arc available to fulfill accounting 
and general contributions ~ n a g e ~ n ~  but they are not adequate to 
handle a presidential priLory because: 

______-_------__I_---------------------------------------------- 

- nost database packages lack povcr and flexibility 
to support the hugs data entry task; this is the 
single most undcrestieatad part of contributions 
management. Accuracy is crucialr speed is crucial. 

- nost packages won't cope close to providing the data 
management "tools" necessary to handle the volune and 
achieve the accuracy required in natching funds. 

- U s e r s  of sophisticated, mature packages still rely 
on programers or technical experts to accomplish 
the vide variety of data manipulations and genelation 
of products that is necessary to support large canpaigns. 

rayableo packages also itm te : .......................... --- 
Numerous payables packages are available to fulfill the bookkeeping 
requirements of expenditure rcanagement, however: 

- Accounting packages 'trap" the data inside the internal 
file structure, 

- at best, only the sirgly bookkeeping requirements are 
fulfilled by accounting/payablcs packages because the 
expenditure data is literally inaccessible for data 
rsanipulations required for general reporting, 

- expenditure date rust be re-entered on a computer with 
relational data-managesent capabilities so that PEC 
reporting and runagerent inforsation needs can be 
fulfilled. 

rOCwo Republican Courmtsrpert** v i m  accounting the s 

'It's actually two jobs, the normal bookkeeping you would 
do for a c-ny plus all the requirements Lor reporting 
that are not generated by normal boobheeping." 

............................................................. 

COnc1U8iOn: ----------- 
Database roftvara packages are in~~equate because they lack powcr e 
flexibility; general reliance ing to shore up packages 
and generate reports is anathe ata managerent. 

Payables packages are inadequate because they only fulfill the book- 
keeping repuirc-nts; FEC campliance, state all0 tions, and Boat 
aanagement inforeation requirements can only be t if the data is 
"~e-enterod~ on relational database, a5 Bone in 

++ Quote f r c a  the enclosed 1992 ?EC Pres% Release. 31 
- 12 - 
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poC's recornendation for COPJTRXBUTXONS management in '96: 

The contributions to the Clinton '92 campaign were the sole 
responsibility of POC. 
funds and the quality of our other services to the campaign 
supports our belief that the '96 contribution data should 
again be managed by POC. 

_____-s-------_-______________________I_----------------- 

The superlatives achieved in matching 

Considerations for EXPENDITURE management in '96: 

PO€! was heavily involved in the expenditure data management in 
the ' 9 2  campaign; we were responsible for the duplication of the 
expenditure data for fulfillment of FEC reporting, state 
allocations, and audit requirements. 

We have given a lot of thought to the majar problems of '92: 

................................................. 

- The bookkeeping side of things struggled throughout 
the campaign even though the CPA's selected one and 
then another accounting package; a massive clean-up 
vas required when the campaign was over. 

- The inability of the accounting department in Little 
Rock to provide fundamental support to POC1s operation 
made it necessary for us to do a lot of overlapping 
work and take on additional responsibilities. 

- It stands to reason that if accurate information could 
not be given to POC, then the campaign's management 
also went "begging" for information to support decisions 
regarding budget, cash flow, loan draws, NOCO's, etc. 

generate reports for FEC purposes, made it necessary to 
re-enter large quantities of the data on the POC system. 

- The inherent inadequacy of accounting packages to 

Paradigm Change NeCe6Sary for Expenditure Management: 

why use a separate bookkeeping system at all if most of the data 
must be duplicated on another computer for reporting purposes? 

POC recommends using Datalocus software to fulfill bookkeeping h 
FEC reporting requirements -- obviating the need to re-enter data. 
POCIS DataFocus software has unlimited relational data manipulation, 
check writing, vendor tracking, budget, FEC reporting, and any 
other management information reporting capabilities WITHOUT 
requiring programmer intervention. 

..................................................... 
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- Budget reports, cash on hand reportss cash requirement 
reports, and other status reports that are necessary 
€or overall good managenter-t of the campaign can be 
prepared and disseminated on a routine basis. 

- FEC reporting deadlines can be met ahead of time to 
allow f o r  time to "consider" the report and go through 
checklist to make sure that nothing is overlooked. 

- Vendors and invoices can be tracked efficiently and 
accurate1 y. 

-  he data can be put through routine "trial balances" 
to make sure all data is reliable. 

- Bank statements can be balanced on a timely basis. 
- Day-to-day operations can be met without the chaos 

created by ad hoc requests (satisfied by routine 
dissemination of information, time-wasting "hunts" 
for documents and data, and constant "error handling." 

- Issues that fall "out of the norm" can be routinely 
reviewed and handled by proper legal or management 
intervention to head off problems and limit potential 
damage of poorly handled issues. 

161133 
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POC is not perfect; we have made mistakes, some of them during 
the 1 9 2  campaign. We are committed to try not repeat them. 

We know that the management of President Clinton's reelection 
campaign feels the same way: committed not to repeat mistakes. 

It is with these things in mind that we humbly offer our thoughts 
on common mistakes made by the management of: large campaigns 
pertaining to the accounting and information structure meant to 
support management information and workers in large campaigns: 

Mistake of being independent h doing everything themselves: 

In an effort to get the campaign's operations organized, 
management frequently becomes overburdened by attending 
to too many details. Other critical, more amorphous tasks, 
that require or deserve personal and thoughtful attention, 
go undone or get done poorly. 

Professional management of units of operations should be 
implemented whenever possible; it lightens the load, allows 
for proper attention to be given to deserving tasks, and 
provides a clear line of responsibility. 

Histake of planning the ideal campaign "opetationally': ....................................................... 
A presidential campaign has a very short life; there is no 
time to perfect an ideal plan so far as campaign operations 
are concerned; Senator Tsongas's campaign started out VERY 
early in 1991 and experienced "organized chaos" trying to 
track expenditures and was even unable to nput the money in 
the bank" when he won in New Hampshire. 

Campaigns don't fail to plan, their ideal plans fail due to 
the pressures and exigencies of the times. 

Histake of ignoring basics while over-valuing sophistication: 

Plans should be made to ensure that BEFORE any level of 
convenience or sophistication is applied to operations or 
worker support, basic requirements should be in place. 

Frequently, UNNECESSARY AND OFTEN UNUSED levels of convenience 
and sophistication absorb resources while the basics, like swift 
production of letters 6 labels, accurate and plentiful financial 
data, attention to budget, basic fundraising support, devel- 
opment of a super database of contributors and VIPrs, etc., go 
woefully lacking €or attention and resources. 

............................................................. 
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4. POC is ready to quietly commit the resources necessary 
to help the .96 C ttee achieve a state of rcacliness, 
the effects of which can't help but Infu6e a sense of 
preparedness that will be inspirational throughout '96. 
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~eeignate POe with responsibility for creating the Information and 
Support Center and It will be done. 

- We will consider any contact with the '96 planning group highly 
confidential; any arrangements or agreements will also be kept 
highly confidential. 

.................................................................. 

- We will begin immediately to plan to be ready on "opening day." 
- POC will give URGENT ATTENTION to the CORE database; we have 

the historical perspective necessary to pull it together; it is 
important to nake sure the data is clean, duplicates are removed, 
and the addresses are updated through NCOA as soon as possible. 

with POC as the manager, we require nothing but your cooperation 
in obtaining data files if needed. 

- We don't know of any risks or trade-offs that would deter the 
implementation of the Center as described in this proposal. 

- We believe the overall cost will be substantially LESS than 
incurred for the same services during the last campaign. 

- We see no reason why President Clinton's reelection campaign 
shouldn't have the finest, most experienced information and 
data-support systems. 

- We believe that our guarantee of 99% error-free aatching funds 
rate plus other perfaruance incentives provides the campaign 
with a unique opportunity to gain advantages of excellent 
data aanageslent from day #I W I T B  EIXITED RISKS. 

- We believe the '96 will experience only benefits and savings 
by approaching their accounting and data management as 
proposed by establishing the Center. 

we are ready to perform again. 

' 9 6  campaign. 

- Beyond making the commitment to follow through with the Center 

- A great deal of confidence was placed in POC in late 1991; 

- Clearly, the principals of POC are ready to work with the 
We invite you to visit our offices at 911 Second Street, M.E., 
Washfngton, D.C.; please call us at 202/675-4900 to arrange a 
confidential meting. we can also be reached at 703/406-0209. 

we appreciate your consideration. 
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91 1 Second Street, N.E. 
Washington, D.C. 20002 

202 675-4900 / Fax 675-491 1 

MExomNDIm 

To: Marcia Scott and Mark Middleton 

FROM: Pat Anderson, Public Office Corporation 

DATE: September 16, 1994 

m: Superfile 

It was a pleasure to meet you, Marcia, and great to see you, Mark. Bill 
and I very much appreciate the opportunity to give you our thoughts and 
possibly participate in this highly important endeavor. 

My meeting with Eric Vaden was very productive; perhaps s w n  I can get a demo 
of the official system. 

There are distinct phases of implementation and m y  base5 to be covered 
when it comes to the implementation of a Superfile and a supporting 
campaign system. 

(1) COMPILE SUPKRFILE - can and should begin right away - not tied in any 
Just a few of the major issues are outlined below: 

must be accrmplished FIRST. way to the other phases 

This includes the match-up, merger, and duplicate reconciliation of 
several files, the cornerstone of which is the '92 primary contributors, 
GELAS, transition fund contributors, and the inauguration files. The 
resultant Superfile will contain upwards of 1.4 million records. 

( 2 )  DECIDE WXAT DATA IS NESESIYIRY TO TRACK - in other words, the record 
layout that will be standard for the Superfile. 
manual to enforce edits and maintain data consistency. 

(3 )  DESIGN AND XMPLEISENT A DATA M M A G m  PRILOSOPHY and u6er interface 
capability so that all classes of users are supported while insuring that 
the integrity and functionality of the data ie maintained. This would 
involve a rather sophisticated multi-level data protection and general 
security system from login all the way down to the field level. 
ie must be practical, usable, and easy to enforce! 

operacing system software, and user (application) software that will 
satisfy the needs of all clasees of users in a national presidential 
campaign. 

(5) DESPOW AND XHPLZWEHT A XlUAGEBlWT SlTfUCTUXE to ensure that the physical 
plant is protected - to provide continuity, user training and support, 
central processing and production docrmtsntation, backup andl data 
security, application support, Superfile support, etc. (this is going 
to be a Long list). 

Set up IP "style" 

And 

( 4 )  SELECT, PR,ILOCORE (AND PROVIDE A SITE) for the CPU, peripheral hardware, 

- 
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( 6 )  ENSURE TSAT TllE HSXT W A I W  BEblEpITS FROW TBg ~I&RIR+E1JCB OF TBE LAST. 
This applies to all phases of canputer support. All task areas should 
be planned so as to avoid groping around and making costly mistakes 
after the campaign is launched. Particular focus should be placed on 
a11 areas of contribution management and P.E.C. reporting, on matching 
funds optimization, and on all phases of accounting and budgeting. 
Crmputer tools should also materially help in campaign organixation, 
in campaign ccxrinunications, and in maintaining good relations with 
contributors and other supporters. 

( 7 )  ENSURE FLEXIBILITY (in management and software) SBc7JRITY - 
RBSPONSWIWSS - ma LOYALTY. 

An attitude of "it's not my department" or "you didn't tell me" or "it's too 
late" will not be sufficient for the Superfile. 
be totally reEiponsible but simple: there are a finite number of days to 
accomplish a tremendous amount. 

The above descriptions are just seven of the many things that need to be 
considered in the Superfile. They are all fundamental, essential, important 
and integral to a truly successful, smooth running campaign. 

It would be nice to sit back and figure all these things out, detail by detail; 
assign task groups to focua on each area - write it all down; work up a 
detailed cost picture - figure out a budget - time lines, etc. Design the 
system and work out the bugs; set up mock operations; have a dry run. Write an 
RFP and solicit bids. Study the vendors - insist on a demonstration. 
BUT THAT WON'T HAPPEN. The reality of time (days) and resources (money) won't 
permit that. 

What could easily happen, however, is that a lot of time is wasted 
unnecessarily just trying to get started. Time that will adversely affect the 
quality and timely delivery of the MOST IMPORTANT, FUNLYAMENTAL task listed 
above: COMPILING THE SUPPRFILG. 

If the Superfile is not in place by next summer, every other part of the 
campaign will be affected adversely, even to the point of outright 
embarrassment; and, any "hit the ground running" advantage will be lost. 
Everyone involved in this project will look bad including the President and 
Vice President. 

Bill and I propose one simple plan: get started ccmpiling the Superfile and let 
the other phases mesh in CONCURRENT to that effort. Thin will in no way affect 
the other phases except to ENSURE that the most fundamental feature of the 
project is ready. 

The management attitude must 



COMPILE SUPERPILE: 

As stated, the data compilation phase is clearly the first step to take as you 
can't use something you don't have. 
to make it SUPRXMELY ACCURATE and in a STATE OF READINESS - -  no if, and's, or 
but's. 

Actual compilation must be accomplished by deciding (based on today's 
knowledge) what different data files to include, the order to include them, and 
what data (if not all) should be kept in the Superfile. Each file needs to be 
cleaned up and nnormalizedn so that all "like" pieces of data (fields) are 
reliably presented IN A USEA3LE FORM. 

Initially, the data should be kept "independent" of any specific hardware or 
software system in discrete, well defined fields with consistency and good 
definition of data. 
"picture" of the data in ea& field. 
where you have precise statistics on the "count" of each c&, documentation as 
to the meaning of each code, and the data properly normalized BO that the 
presentation in a product is clear and "looks good." 

System independence is maintained by the capability to offload, in theory at 
any time, the data onto an industry standard 9-track magnetic tape and loaded 
onto another system (accompanied by detailed documentation. file layouts. stat6 
on the fielde, examples of data, etc.). 

The DATA COMPIWITION PHASE of building this Superfile is totally independent 
of what happens next: merging the final data with the system that will "house* 
the Superfile in a data structure compatible with the application programs 
that support the objectives of central management m d  various classes of users. 

The data must be conpiled in such a way as 

By "definition of data" we m e a n  having an accurate 
A simple e q l a  would be the CODE field 

FUTtJRX OF SVPKRPILE ANI3 POC: 

We are confident we can handle any and all phases of this project as outlined 
above. Remember, we have been through this before. We have demonstrated 
reliability, maturity, flexibility, application knowledge, and delivery of 
requested products without any procrastination, hedging, or sour attitude. 

We have in addition to our previous campaign support for Presidant Clinton, 16 
years of a fine record with many other outstanding Democratic candidates and 
incumbents - -  with neither a breach of security nor a single unhappy customer. 
We ENJOY doing it right. (Please see attached corporate! profile.) 

We understand, however, the responsibility that you have toward the campaign 
and the necessity to "go through the proper channels." 
competition, we only fear procrastination and having to do a job much too fast 
for its own good. 

We implore you to get started on the Superfile with us on a time and materials 
basis and a commitment to complete the job by next summer. 
proper resources behind it and do the job correctly. 
on the progress; we will stand ready to deliver the data and documentation as 
af the "last progress report" whenever you want it should you ever want to go 
to another system. 

We do not fear 

We will put the 
We will update you weekly 



One (conservative) thought about paying for this project: You might not be 
aware that we do work under the auspices of the DNC on Vice President Gore's 
database. Could not the same thing apply in this instance? 

One (wild) thought regarding paying for this project: If you were to set up a 
separate fund (as you mentioned), perhaps, when the time cams (i.e., a 
reelection cuumittee is formed), the people who contributed to this fund would 
be allowed to donate their "share" of the asset, to the Reelection campaign as 
an "inkind contribution." 

Perhaps a CombiMtiOn of the above could be used - DNC support service costs, 
fund pay for hardware/software costs. 

One more thoKght about Superfile: We hope you will not Consider us out of 
bounds when we bring up the possible danger of having any connection between 
the President's official system and Superfile - even the same? vendor. So that 
no one can claim that you have benefited by piggy-backing a eysterm paid by 
public funds, it might be better to chooee a second vendor (in addition to us) 
to make a proposal other than the current developer. 

That is not to say that what you like almut the official system cannot or 
should not be duplicated in Superfile. 

Let me make it clear that it is not any unfair advantage of your WH vendor we 
are concerned about. Frankly, I think POC can ccmpate very competitively in 
price and system and software. What we might lack in knowledge of the official 
system, I feel we more than make up for because of our vast experience in the 
application at hand and our excellent reputation with President Clinton and 
other Democratic candidates. We are just trying to think ahead of any possible 
issues that right came up and the need to avoid even the suspicion of 
impropriety. 

We would be so proud to be a part of this project. 
first to the data and second to the other thingge. It is the data that usually 
gets short changed; but it is the data that is your link to those contributors 
and other supporters who are the centerpiece of any campaign. 

He hope the focus goes 

We could write (and will if requested) a lot more about procedures, 
documentation, approach, data upgrades (after merging, normalizing, and other 
clean up). After obtaining a littla more information, perhaps fram Eric, we 
can give you a better idea of the general costs. 

We also want to elaborate on our Address Enhancement soetware which I think is 
the key to many, many good things 80 far as managing the Superfile. 

You must be out of breath reading this memo. 
much that I didn't say that needs to be considered. 
respond immediately. 

There was much to say and still 
Bill and I etand ready to 
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Anderson Report - Tab 17 

1700147023: Documents pgrtnining to CPC payments to W.P. Malorn 

.. 
8 .  

The Clinton Primary Committee, after receiving more than $3.6 million in 
matching funds overpayments, spent some $4.6 million on "things" other than the 
CPC's debts. This  is discussed in Documenmy With Refem.ces, Tab 2, Section 
34.0. Ofthe $4.6 million expended on non-primary items, two things stand out: 
the $2.4 million transfed to the Compliance fund and $842,100 paid to W.P. 
Malone, Arkansan and person into "Phamacy Chain Operation, Computer Time-Sharing, 
and Facility Management." (As stated on the letterhead shown as Doc 17001/A. 

Doc 170021B outlines the long string of payments made by the CPC to Malone which 
began in August 1993, one month AFTER the audit clean-up and the final 
amendments had been filed. At that time, the buk  of the audit was over and 
Clinton had been in the White House more than eight months. Neverthdess, the 
large payments to Malone continued into President Clinton's fourth year in the 
White House, March of 1996. 

The FEC auditors asked the CPC to explain what services Mr. W o n e  performed 
for the primary campaign. The only answer was in the form of invoices that 
tersely stated: "professiod services." The FlEc Commmissieners asked the Same 
question. They, too, were given the same non-informational answer: professional 
services. The FEC Commissioners voted that until the CPC could provide a more 
complete answer, the expenditure of $842,100 could not be considered a 
qualified campaign expenditure. 

However, the CPC's only penalty was that the $842,100 could not be included as part 
of the C X ' s  obligations and thus, couldn't be figured in its overall 
matching funds entitlement. That obviously did not bother them. And, it 
obviously didn't bother the CPC not to respond to the FEC auditor's questions 
about a rather large expenditure. 

Plus, Malone got to keep the money and the CPC never advised the EEC what the 
payments were for. Complete FEC audit discussion in Doc 17003-5/C and D. The 
transcript of the Malone discussion during the open meeting is included as I)oc 
17006-23IE. To put $842,100 into some perspective, the total services pmvided 
by POC and the hdersons, including alI bonuses, etc. did not amount to much 
more than $l,8oo,OOO for two years worth of extEmeIy hard work by many people. 

The Andersons have no documentation or information about what W o n c  did for 
the $842,100. However, their personal opinion, in light of what Marsha Scott 
stated (Tab 16) about "Bill's friend from Arkansas" trying to build ai database, 
is that perhaps some of the $842,100 was spent on progmms and data 
organization in preparation for the 1996 reelection effon. Who knows? 
Certainly not the Federal Election Commission. 
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Primary Committee Payments to W.P. Malone for "Professional Services" 
> Primary Comittee refused to give the FEC additional information beyond 

the notation on the invoice "professional services." 

> FEC Comnissioners DIS- ualified the payments as le itimate .( ualified) 

> Malone did not have to return the money. 
> Information taken from Primary Committee Expenditure Reports. 

primary campaign wind 1 own expenditures at Dec 199 B final au d it hearing. 

................................................................................ 

July 1992 - 
NOV - 

Jan 1993 - 
July 
Au9 
Au9 
Nov 

- - - - 

Jan 1995 - 
Jan - 
Jan - 
Feb - 
Mar - 
May 
May 
Sep 

- - 
.- 

Jan 1996 - - Mar 

Tota 

What 

Bill Clinton nominated, Primary Campaign officially over 
Bil l  Clinton and A1 Gore elected 

Clinton and Gore take office 
Complete set of amendments filed for Primary Committee 
FEC audit field work ended 
first Malone Payment S 50,000.00 
Malone payment 159.695.03 

Clinton begins second year in office 
Malone payment 210,081.19 
Malone payment 95,644.82 
Interim audit report 
Interim audit report 
Mal one payment 
Mal one payment 
Mal one payment 
Mal one ayrnent 
Final Audit Report Released 
Mal one 1 ayment 

Clinton begins third yeas in office 
Malone payment 15,000.00 
Mal one payment 15,000. QO 
Mal one payment 15,000.00 
Hal one payment 15,000.00 
Mal one payment 15,000.00 
Mal one payment 30,000.00 
Mal one payment 34,842.53 

Clinton begins fourth year in office 
Final Malone payment 118,621.80 

Paid for Malone's Undisclose 
"professional services" 

did Malone do? The FEC still does not know. 
? 



checks. The Committee is incorrect. First, the requirement is 
that the expenditure be made by check or similar draft drawn on an 
account established at a cirmpaign depository. These traveler's 
cheques are not drawn on a Committee account. Further, the 
Committee is not accurate that the traveler's cheques are returned 
to Uorthen Bank. They are sent to American Express. There is no 
negotiated instrument available f o r  the Audit staff's rewiew at 
the Committee or their depository. The requirement that checks be 
drawn on a Committee depository provides records for both 
committee and Commission review. .. 

Finally, the Committee states that even if the 
traveler's cheques are not consistent with the requirements of 11 
CFR 16102.10, it does not follow that they are undocumented within 
the meaning of 11 CFR 69033.11. The Cormittee goes on to cite the 
various types of documentation that may be presented under that 
regulation and concludes that the log and CQsPmittee par diem 
policy complies with two of the tests. What the Committee does 
not consider is that in addition to the listed documentation, 11 
CFR 09033.11 requires a canceled check negotiated by the payee. 
This is not possible when traveler's cheques are used. 

in the $179,357 in traveler' cheques purchased and the $159,190 
the Committee claims the traveler's cheque log supports. ~ 1 6 0 ,  
the leg didnet support $158,000 as claimed in the response. As 
explained in the Interim Audit Reportr although the log recorded 
approximately $158,000 in traveler's cheques over $40,000 of that 
amount was insufficiently explained. The Committee did not 
address this problem in their response. 

travelers cheques were Cash disbursements in violation of 11 CPR 
5102.10 since the cheques were not a check or similar draft drawn 
on an account established at a Committee campaign depository, and 
therefore, were non-qualified campaign expenses. Purthero the 
expenditures were not documented in accordance with 11 CPR 
59033.11. 

1994, the Co~nmission decided to permit the CQ ittce to co 

expense. As a result of this decision a total of $166.658 was 

The Committee did not explain the difference 

The Audit staff concluded that the use of 

ibeion meeting of December 15, 

amounts of $100 or less, pes transactiona as a qualified c 

determined %Q be non-qualified campaign exgenseb. 
1 7 0 0 3  d 

Maich and April, 1992 totaled $46,710 
three payments were nada* $1Q,OOO on 
Juna 1. 1992 and 15,718 an August 25* 
in full. In addition, OR July 1 ittee paid $r,esa ; 
which appears to be a p a ~ t i a l  pa il, 1992 billing. 
Therefore, $4,850 repreramtar an ant duplicate p ~ ~ ~ ~ t .  The 

h paid the balance 

- 
Page 74, Approved 12/27/94 G 
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nvoice associated with the $4,850 
associated with the three payments 
Audit Report concluded that if the 
additional invoices supporting the 

. -  .- 
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check is the same invoice 
discussed above. The Interim 
Committee did not provide 
$4,850, it would be considered 

a duplicate payment, and the amount would be included in section 1 
of this finding. Additional issues with respect to this vendor 
are diSCUSSed in section 2 of this finding. 

The Committee did not provide any additional 
information in its response to the Interim Audit Report; 
therefore, the $4,850 has been included in section 1 0% this 
finding. 

The Audit staff d:d not review the Comittee*s 
Third Quarter 1993 PEC Disclosure Report at the time of the audit 
fieldwork. 8owever, on that report, the Committee reported paying 
W.P. #alone an additional $63,000 in consulting payments. The 
Committee did not report any debt owed to this vendoh on the 
Second Quarter 1993 PEC Report. As mentioned in Section 2. of 
this finding, all the equipment bought from thi6 vendor wa6 sold 
to the General Committee. The Audit staff requested additional 
documentation that established that the $63,606 in payments were 
in connection with the campaign for nomination. Pending receipt 
of that documentation, the amount was considered a non-qualified 
campaign expense. 

In response to the Interim Audit Report, the 
Committee provided a copy of a check to this vendor for $50,000 
and an invoice from the vendor that states the amount is a 
"Deposit toward professional serviccs for June through Sept@mber, 
1993." The Committee did not explain the $13,080 difference but 
the Fourth Quarter 1993 FEC Disc1osurc Report shows a voided check 
to the vendor of $13,000. Qn the same report the Co 
disclosed another $159,695 payment to W.P. Malone. e Committee 
later sent a copy of an invoice which stated only that the payment 
was for June through September, 1993 professional services. After 
the Interim Audit Report Was sent to the Cornittee the Audit staff 
reviewed the 1994 Disclosure Report6 and noted additional 
payments to this vendor for $210,081 and $95,645. The Audit staff 
requested additional documentation. The Committee provide 
invoice for the $210,081 that stater only that the amount 
professional services for October, N Q V ~ P ~ ~ K .  and December 
The Committee also provided a copy of the check and an invoice for 

January and February 1994. A l r o ,  on the Second Quarter 1994 FEC 
the $95,645, which Wa6 %Qr profesoional 6@rViCe6 f O K  the month8 of 

DiSClOSUre Report, the COmQittee diScPo6sd B debt to this vendor 
of $93.436 for comerater consultins. . .* 



preparation 0.f FEC reports, equipment rental, ana other ~oervicer. 
The Audit staff has not included the additional payincents and debt 
to W.P Malone, lac. totaling $ 4 0 8 r 8 5 7  in winding down expenres on 
thc NOCO rtatemcnt in Finding 1II.C. I 
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COM. POTTER: Good afternoon. The open meeting of 

the Federal Election Commission of Thursday, December 15, 

1994, will again come to order. We continue with the 

discussion of the report of the audit division on the 

Clinton for President Ccmimittee. When we left for lunch we 

had concluded our discussion of the traveler's checks under 

the general catqory of nonqualified campaign expenses. We 

now move to the payments to W . P .  Malone, Inc. 

If the audit staff could explain these payments 

and why they believe they ate not qualified campaign 

expenses, that would be helpful. Russ? 

Agenda I ta :  

RUSS: This starts on page 71. In the first 

paragraph we still have a small duplicate payment of $48.50, 

which was discussed in the earlier finciing. 

the interim audit report we picked up an additional mount 

to W.P. Malone for $63,000 in the third quarter of 1993. 

At the time o f  

W.P. Malone's involvement with the primary, as .far 

as we could tell, was finished after the day of 

ineligibility. 

equipment, and was instrumental in selling the equipment to 

the campaign at the end, but there were no transactions D -  

or he was incurring no expenses from the date of 

He had leased the campaign computer 

- 1 7 0 0 8 .  - - - 
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ineligibility until the third quarter 1993 report. 

In the interim audit report we m d e  an inquiry 

concerning the $63,000, and since then W.P. Malone, Inc. ha8 

received additional amounts. As of the date of this report, 

which is dune 30, 1994, the amount is $408,000. Later on, 

as part Q€ the NQCO in the footnote, we go into a problem we 

are having with the third quarter of 1994 report. 

report there is an additional $138,006 paid to W.P. Malone. 

We are trying to find what he is providing in the 

In that 

way of winding down expenses, but to date we haven't 

received really anything other than he i s  providing 

professional services to the Committee. 

CQM. POTTER: So to summarize, the campaign is 

showing at the moment, and you are reporting here, $608,857 

of expenses to W.P. Malone for winding down. Your objection 

to that is there is no documentation of what that is for, is 

that correct? 

RUSS: Well, the documentation we have just says 

"professional services: We don't know what he is doing for 

this money in the wind down period. The impact on this is 

right now we are not recognizing this in the winding down 

expenses we have on the NQCO. 

COM. POTTER: What sort of docmentation would you 

expect to see to characterize it as winding down? 

RUSS: I would think we would like to know what he 
- 
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is providing in the nature of the winding down area that 

would total $740,000. 

coM. P o r n :  Discussion? ea. Aikens. 
COM. AIKENS: A quick question or two. aUss8 he 

provided computer equipment, isn't that correct? 

RUSS: That was at the end of the primary. The 

transaction that was detailed earlier in the prafui~dbg, 

that was, as far as we could tell, the end of hie 

involvement with the primary. 

CQM. AIKENS: Does he have a business? 

RUSS: W.P. Malone - -  
COM. AIKENS: It's just called W.P. mlone? 

RUSS: W.P. Malone, Inc. 

COM. AIKENS: Which is in the business of 

providing computer equipment? 

professional services, but we don't know what his profession 

is? 

Do we k n a w  he is providing 

RUSS: He i s  involved in numerous businesses in' 

Arkansas. The computer - -  well, I could read from his 

letterhead. It says, "W.P. Malone, Inc., Phannacy Chain 

Operation, Computer Timesharing Facility Management." 

CQM. AIRENS: Okay. That's a nice title. 

COM. POTTER: So what you would like to see the 

Committee provide is a detail of the services and the bills 

and precisely what this money was paid for? 

17010 
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The C d t t e e  has already provided invoices RWSS: 

which say he is providing professional sewices to the 

Committee, but we don't know what he is doing for that 

money. 

COM. POTPER: Can. Th-8. 

COM. THOMAS: Just by way of c ioon, when yau 

see in your recorda a billing from a law fim or from an 

accounting firm and it says .for proferPsiooal services,A do 

you treat that as nonqualified? 

STOLTZ: Generally, when you are dealing with 

known vendors who fit into what is going on in a campaign, 

sometimes that's all you get, and it doesn't raise a 

question. 

to do with computer Bemices, since that was  the area in 

which W.P. Malone, Inc. 'provided this Colllmittee services 

earlier. 

We are I guess assuming that this has something 

With services beginning in the wind down period at 

a time when the Carmanittee is not doing fund raising, when 

there were no really significant amended reports to be 

filed, when they hav@ sold all their computer equipment to 

the general election, if this is computer semices, what.we 

don't aee is how this relates to the C~mnitt@@~s effort at 

winding down and closing out their activities. 

With some more information, it m y  became 

apparent, but right now the connection is not apparent. 
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That will vary .  

c o w e l ,  we have a pretty good idea how that relates to the 

campaign, even if they don't break it down hour by hour. In 

this case, we don't see the connection where it fits, ana so 

we would Pike to have some more infomation on precisely 

what he is doing, and how it relates to the winding d m  

effort . 

If we 8ee payments to the Conwittee's 

COM. THOMAS: Run his title by me one mole time, 

the title of his company. 

STOLTZ: W.P. Malone, Inc. is the name of the 

Just on the letterhead underneath the name is company. 

says, mPhannacy Chain Operation, Computer Timesharing 

Facility Management.m AC the t h e  we were there, they 

weren't renting space from him. 

COM. THOMAS: There was a cemputer connection, 

however? 

STOLTZ: There had &en earlier, yea. They rented 

a computer system from him through the vast majority of the ' 

primary, and then purchased some things from him near the 

end of the primary. Then they paid him some fees for same 

software services and €or helping to move the computers fraan 

their old location to their new location. 

COM. THOMAS: When you saw the payments t o  him for 

software semices, was the documentation there different 

such chat you consider that qualified, because the 17012 - 
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documentation was somehow different? 

RUSS: Well, for one thing, the dollar amount was 

much smaller. I believe it was in the neighborhood of 

$4,000. There were two armunt8 brokan out. I can't recall 

exactly what it said, but it w a ~  something like for the 

aoftware and other support type services, but in total. Xt 

also covered a epecific period of time, July 1-July 16 on 

the invoice, and it was for $lS,OOO. Since the Coxunittee 

had acquired all that equipment, we didn't see where that 

was that unusual an expense in that period of time. 

COM, THOMAS: So for about a two week period it 

looks like about $15,000 -8 charged for canqputer eemices, 

professional services, or is part of that the professional 

services? 

RUSS: That would be in addition to his normal 

lease payments for the equipment, and there may be ~ o m e  

services - -  w h a t  wae in his normal Billing, which was like 

July Il-JUly 10. 

STOLTZ: Again, though, this is at a period of 

time when the Committee Le operating and acquiring and 

setting up a new computer system. 

was going on in the c 

incurred; $740.000 over a 15 month period when the Coxemittee 

is fairly well wound down doesn't seem to fit very well in 

So that fits with what 

ign at the time the charges were 

what was going on in the campaign at the time. 
1701.1 



." 

...=. 
I 

L 

22 

COM. m o m :  Well, as I look at your report, it 

indicates that the information we have is that these were 

€or profeesional services from June through Sept 

1993, and then another payment cavered - -  I guess that first 
one was for a deposit toward professional sewicee for June 

though September. Then the next one, $159,000 w a ~  fox I' 
again, professional services, aune-Sept&er 1993. 

Then the next one was a payment for $210,000, and then 

another one for $95,000. Those covered in essencB October, 

November, and December of 1993, and then January and 

February of 1994. 

It looks to me like they might be able to come 

back fairly easily and explain that this was some sort of 

continuation of computer consulting professional services, 

taut the response of the Cormittee counsel is a little bit 

bare. They were covering only the $63,000 payment 

apparently at the time they submitted the Committee 

response, so maybe they didn't think there was going eo-be 

much question about this ultimately. 

IC doesn't really go any further and explain the 

nature of the professional services. So I am gathering that 

if in fact they relate to the campaign, and axe for computet 

consulting, that that issue will probahly be cleared up. If 

it is in fact cleared up, is t h i s  what you are now 

Considering a nonqualified that is showing on the NOCO 

17014 
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analysis as a nonqualified payable? 

SMLTZ: It ie. It is not included in the 

accounts payable number, which would be the treatment that a 

nonqualified campaign expense after the date of 

ineligibility would receive. 

COM. THOMAS: so if it tu- out they can document 

that this was qualified, they can then add it on to the NOCO 

calculation, and that will change your entitlement 

calculations? 

RUSS: Certainly. 

COM. THOMAS: Thank you. 

COM. POWER: Mr. Vice Chaintan. 

COM. MC DONALD: Thank you, Mr. Chairman. 

Let me just ask, Joe, do you have Attachment 5, 

page 2 of 3, 117 at the bottom? 

MR. STOLTZ: Yes. 

COM. MC DONALD: Does not some of that get to some 

of your concerns? 

MR. STOLTZ: No, this deals with the earlier 

activity . 
COM. MC DONALD: The May 30th through the present? 

May 30, 1993 to the present? Am I looking at the right 

thing? 

MR. STOLTZ: That is the description of the 

computer system that vas acquired towarda the and of the . 670115 
- 
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primary campaign. 

Malone; part of it was acquired other places, and was 

subsequently sold to the general election campaign. 

there was a substantial period of time when there were no 

services provided by W.P. Malone. 

Part of that was acquired from W.P. 

But 

COM. MC DONALD: Refresh my mxnory, what was the 

period of time? 

MR. SMLTZ: They paid for charges in July I gU@ss 

of 1992, and then we saw payments again starting in June of 

1993. Now some of the July charges were paid later than 

that, but that was the incurrence of the bill. 

COM. MC DONALD: Yesterday when we bad this 

discussion about billing practices in general. it said i s  - -  
I mean, I don't have the sense of that. Do they do that 

based on the kind of work they are turning out, waiting to 

see what they've got or they don't have, or do we know? 

KR. SMLTZ: I ' m  not aure I follow the question. 

COM. MC DONALD: W ~ @ R  you are making these 

payments, you say from July of 1992 I gather, and then there 

was another one. 

1993? 

Did you say they weren't Blade again until 

MR. SMLTZ: That is correct. 

COM. MC DONALD: What is your sense of that? Is 

that a determination of what sort of wind down it would 

take? 
I7016 

Are they asseseing that, or do you have any sense of  
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that? 

MR. STOLTZ: I don't know. They filed a whole 

serieg of amended reports in early July of 1993, however, at 

that time I believe most of the reporting was being handled 

by the C d t t e e  in house on the computer system that had 

been acquired, or was still being hialmdled though Public 

Office Corporation, who had handled it thxnagh the primary 

campaip. 1 couldn't swear to you which an8 it was. These 

payments 5eem to relate to a period roughly beginning then, 

and going forward. 

COM. MC DoI'3ALD: Beginning in 1992? 

M R .  STOLTZ: Beginning in 1993. 

COM. MC DONALD: In 1993. July of 19931 

M R .  STOLTZ: I guess it starts with June through 

September is the first billing. 

COM. MC DONALD: Which might truly in fact 

coincide with the wind down process, I gather. 

M R .  STOLTZ: The wind down processI or at least 

the bulk of the activity would appear to be fairly well 

behind them by then. 

end of our process. 

We were still there, but nearing the 

The amended reports were filed. 

COM. MC LxluRfaD: When do you think they started 

that wind down process? 

MR. STQLTZ: Well, the w i n d  down process starts 

right after the convention, and continues until such time as 
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they finish, however, normally you wOUld expect to see it 

tapering off as t.im goes on, rather than - -  
0 

COM. MC WlNAXg: That's absolutely right. t is 

your experience in that regard? 

MR. S'FOETZ: Well, particularly with respect to 

this vendor, we don't Bee it tapering off, w@ Bee it 

starting a year after the wind down, or a 

the wind down period starts, ant3 then graving for another - -  
OP starting at a fairly substantial level, and continuing 
for another 15 months. s 

8t a year after 

+ 
Now in making the reccnmendation we are making, we 

are not saying that there i s  no way that this could be 

related to the wind down. 

seem to fit the pattern, and we would like some more 

information before we will k n o w  how it fits, or if It fits. 

What we are saying i s  it doesn't 

COM. €VI"BR: Any further discussion on the Malone 

item? 

COPI. AIKRNS: Joe, what you are saying is that 

during the wind up of the primary season, the reporting 

period, about $40,000 was paid to this vendor, is that 

right, approximaeely? 

m. STOLTZ: During? 

COM. AIKEMS: To transfer to the general - -  to 
transfer the equipment and all ta the general? 

MR. STOLTZ: There were a number of payments 
171118 
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beeides the stream of rent payments all the way through. 

This was the vendor that they paid $137,000 right at the 

very end of the primary to acquire some o f  the assets, and 

there is a $33,000 bill for other type8 of services he 

provided, one of which was helping to m e  the computer 

system from their old offices to their new officea. 

COM. AIKISNS: Okay, I got all that. Then a year 

after that, i n  June of 1993, and from then until now they 

have paid the same vendor wer $?OO,OOO? 

MR. STOLTZ: That is correct. 

COM. AIKENS:  I sure would want to know what it 

was far. 

COM. PO-: So at this stage what you are 

recommending is you leave this here for them to produce 

information on precisely what the services were? 

MI(. STOLTZ: That is correct:. 

COM. po?sgR: If it is all right, I will m v e  on. 

People can come back to it if th@y think of additional 

questions they have. The next section here is 

miscellaneous. 

the audit staff is reconmending be nonqualified. 

maybe just summarize those and see if there are any specific 

quest ions? 

There are a variety of smaller items that 

Could you 

Zwcwxda Item Xemqualified 

~sce l lansow 
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RUSS: Sf you go to Attachment 8, page 1, we have 

already talked about the $37.500, the $608,000 to W.P. 

Malone, and the $179,000 is the Worthen National Bank for  

the tsaveler's checks. 

is in this section. 

Bverything else on that page ia what 

m. BOTPBR: So this ie some sort of ~ a a h  

disbursement: lost equipment; parking tickets; fax machine; 

the New England Telephone for $7,000.  

RUSS: The Sheraton &%anhattan and the Mew Englad 

Telephone w e  are requesting additional informtion on. We 

just don't have any documentation to support those amounts. 

COM. POTPER: You don't have bills that they would 

have paid? 

ROSS: If you refer on page 73, these is a abort 

paragraph there. Our problem is the payments that go to 

these two vendore. it appears that everything owed theee 

vendors are paid. So these additional i ~ m ~ ~ f l t b i l  of $64.89 and 

$7,000, they may in fact have additional liabilities, but we 

can't esrablish it. St could be the same as before, where 

it is a duplicate or ov@rpayanent. 

this stage. 

We just don't know at- 

COM. POTTBFL: Any questions on those it-? com. 

Elliott? 

COM. ELLIOTT: Do S understand that these vendors 

have bean paid? The V@ndQrs think they have been paid, it 

17920 .. 
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is just that there is no internal record? 

there is no recognition of payment5 in these m m t s .  On 

whose part? 

When you say 

RUSS: From the documentation we $ot, it appears 

that everything owed to these vendors ha5 been paid. 

are just additional anrounts going out to these vendorrs. 

These 

C6M. ELLJCrPIC: For which there are no vouchers, is 

that correct? There AB j u t  no do-ntation at all? 

MR. S'FOLTZ: Not for these amounts, right. 

COM. ELLIOTT: Hot for these amounts. 

COM. POTTER: And what you were saying is that may 

mean that they have been paid by mistake, Qr they paid them 

twice, or oomething like that, but you don't know? 

MR. STOLTZ: That's correct. 

COM. POTTER: Anyone want to try their hand at a 

motion for this recemmeneiation? 

look at any of this first? 

expense area is the audit division recoDnrmendationa, which 

the Commission altered by motion on the travelerqs check 

issue. 

make that recalculation . 

Do you want to go back zanel 

What we have in the noncpalified 

80 it won't be the same figure. They will have to 

Mr. Vice Chairman? 

COM. MC DONAIS: Just on that point, did somebody 

do it in the 30 minutes just by chance? 

MR. SMLTZ:  I ran the tapes, and assuming that I 
- 17021 
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didn't make too many gross errors in the tape, because I 

didn't hav@ a chance to go back and check my work, I got a 

figure of $167,000 from the total of the $20,000 that isn't 

supported, and then all Of the amoUnt8 Over $100. 

COM. MC DoNBLtD: Thank you. 

coM. POTTER: Can. Tho3mE3? 

COM. TXOMTS: I ~ v r v e  that we approve 

recamendation three, subject to the revisionna necessary to 

incorporate the changes regarding the traveler'e checks. 

COM. POTTER: Com. Thoanas, I am reminded that this 

reconwend;ntion also includes - -  imd I don't think w@ have 
had a separate motion on it, because it all would have been 
in this - -  didn't we have a motion on agenda document 

94130C. which was the whole prefunding? I think we already 

did that. 

PARTICIPANT : 

here ae well. 

COM. PQTIgR: 

I'm wrong. 

PARTICIPANT: 

COM. PO=: 

PARTICIPANT: 

W M .  POTTER: 

Those figures have to be amended 

We did amend that in the motion? 

Okay. 

I have been counseled wrongly. 

Sorby about that. 

com. T~ORW has moved approval of 

. 

recanmendation three, except that the figure will be 

adjusted to reflect the cotmissionis earlier vote on the 

1 7 0 2 2  
- 
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calculation for the traveler's check monies. Is that an 

accurate statement? 

[Flip Tape C-2, Side A to Side B, text lost.] 

COM. POlTER: Hadame Secretary, the motion passes 

by a vote of six to zero. 

COM. POTTER: That brings us to as I see 

receipt of matching funds in excess of entitlement. 

Russ? 

RUSS: aefore we get to that, I would like to just 

mention, on the NOCO on page 76, we show the net campaign 

obligations of debt of $7,878,678. 

COM. POTTER: Where are you? 

RUSS: Page 76. 

COM. POTTER: The figure you have just stared is 

$7,878,678? 

RUSS: At the bottom of the page. 

COM. POTTER: Yes? 

RUSS: Footnote H, which starts on page 77 and 

finishes on page 78, the Committee has filed - -  this report 
itself cut off at June 30, 1994. The Conunittee has filed a 

third quarter 1994 report, and their winding down expenses 

have increased substantially from what they pravided as far 

as the estimates that came in at  the t h e  of the interim 

audit report. 



Anderson Rerporo - Tab 18 

180Q1-18011: Doaments pertaining to payments to David Watkh 

'i 

.ii . .. ,.. 

This section contains an example of another false statement made to the 
FEC by the CPC. 

Is involves an expenditure of $37,500 initialiy repurted as "consulting fee" 
(shown in Tab 18, Doc 18002/A), was later termed "payment for costs of winding 
down campaign" by Lyn Uaeeht (shown in Doc 18003/B), and f&y, was uncovered 
as an illegal payment, using federal matching funds, to an attorney who then 
passed the money on to Kimberly Moore, who alleged sexual miscOnduct on the part 
of David Watkins (as shown in Doc 18OQ6&7/1D). FEC audit discussion shown in 
18004/C. 

This is extraorcisnary. The payment was foatuaately dctcrmioed to be an 
unqudifkd primary expenditure (meaning unqwMied for tbe E ' s  matching 
funds to pay for part of it) but the payment itself was not ~ e t u  
(Doc lSOll/C). 

But, even more interesting are payments the Compliance fund made to David 
Watkins of $25,000 when he was st i l l  an employee at the White House. (Shown in 
Document 18010/F.) 

Add to that the string of $3000 payments which were eventually uncovered for a 
total of 558,OOO paid to Watkins, before and after he left the White House. 
The newspapers commented on that anomaly (as shown in Doc 1$008/8, front and 
back sides of paper). Other political reporten noticed the unusual payments 
as well. AU of these payments (shown in 1800111) were allowed by the 
FEC and went, as far as anyone knows, unquestioned. 



RE: Dawid Watkins 

Payments t o  Watkins: 

From GELAC 3/9/93 (he still at White House) $ 

3rd Qtr 1994 (after l e f t  W) 

4th Qtr 1994 

1 s t  Qtr 1995 

2nd Qtr 1996 

e 
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March 24. 1994, $14,42Q was refunded by the General Committee. the remining $5,646 is 
being vansferred this week. - - - - - - - -___ __ . ~ 

~ 

3. 

a. 

The auditors have questioned a Committee payment of $37.500 to Kalhlyn Graves 
Escrow Agent. Aetached is a copy of a letter from the Commitate's General Counsel. Anthony 
S. Harrington, providing additional details mgardihg the payment. Exhibit 30. Based on the 
information provided. this payment constituted I qualified campaign expenre under 11 C.F.R. 

1. 
W34.4(a)(3). As described in Mr. H 

5. 

The auditors have questioned Cornmince bonuses in an aggregate amount of $237,750 
and suggest that these payments were not "in connection with the campaign for nomination. " 
This assertion is absurd. The Commission has never before staxed that it is not a qualified 
campaign expense to pay bonuses to staff and consultants for work perf0 
campaign. As tbt Cormnission is well aware. many staff and consultanu to campaigns devote 
extraordbry time and effon to Ihc campaign. and often me undercompensatcd. During the 
course of the primary campaign, thc Cotrnminct employed over 800 staff and consultants, and 
awarded bonuses only to 21 individuals or f m .  

The Committee has attached affidavits from David Watkins, Rahm Emanuel and Amy 
Zisook clearly establishing that the bonuses were obligations incud  prior to the date of 
ineligibility baKd on services m d e d  prior to thc date of ineligibility or. in a few instances, 
for additional wiodown.'' and providing additional detail regarding the reasons for each bonus 
and the factors on which thc amount was cakuhtcd. Exhibit 31. 

The Comtrnirtee could find w )  instance of the C o d s i o n  disallowing bonuses. but did 
find instances of the Commission pcKrmiaing other rewards to staff after the close of the 
campaign. For example. the Commission bas considered s e v e m  pay after the date of 
ineligibility as a qualified campaign expense. as well as payamt of the costs of a staff party 

I' While the Comrnineg believes that bonuses are qualified campaign expenses, whether 
or not agncd to prior to the date of ineligibility, in each of these instzmces. the bonuses werc an 
outstanding obligation of the Committee as of the date of ineligibility and were included in the 
Cornminee's NOCO calculations at that date. Thc auditors have seen copies of the Cornsnittee's 
workpapers reflecting the bonuses as OutsWing Committee obligations. 
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shown on the Committee’s NOCO statement at 1II.C. a6 accounts 
receivable and are non-qualified campaign expense6 subject to a 
ratio repayment unless the amounts are reimbursed to the 
Committee. 

post date of ineligibility matching fund6 was adjusted in Section 
1II.D. below. That adjustrent causes the point at which the 
Committee’s accounts no longer contains Federal funds to occur 
later than was calculated in the report considered by the 
Commission on December 15, 1994. It i s  now calculated that all 
non-qualified campaign expenses discussed in this section were 
paid while the Coa~saittee~s account contained Federal funds. 

Recommendation I2 

rceo~endt; that the Commission make an initial determination that 
the Candidate i5 required to make a pro rata repayment to the U . S .  

pursuant to 11 CHR 69038.2(b)(2). This amount may change if the 
Committee demonstrate6 that the candidate was entitled to a 
greater amount than i6 calculated at Section II1.D. 

Alao, a6 noted previously, the ~ a n d i d a t e ~ s  entitlement to 

AS a result of the Commission’s decisions, the Audit staff 

Treasury Of $154,740 [ ($398,480 + $130,824 .C $69,660) X .258346]  

. Aathlyn Grave6 ESCrOW Agents 

The Committee made a $37,500 payment on 
e r  2, 1992. to Kathlyn Graver Escrow Agents. The only 
tation in the Committee’s record6 wa$ a canceled check and 

The Committee paid bonuses to various staff 

18OOd 8embers, firms, end consultants %fter the date ob ineligibility. 
According to the Comaittee these bonuses were ~ e g ~ r m i ~ e ~  prior eo 
the date of ineligibility. Any contract6 the Committee had with 
these individuals did not cover there bonuses. ~h 
stated these were orally agreed to, between the Co - 

Page? 67, Appmved 32/27/94 
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individual. During the fieldwork and at the exit conference the 
Cowittee stated they would provide statements with iTLf0KWitiOn 
about how the amount was arrived at by the Comaittee. 
statements were to be from either the individual that received the 
bonus or the Committee person that arrived at the amounts. There 
were a total of 21 entities that received bonuses totaling 
$237,750. 

matter, the Cowittee submitted memo6 from David Watkins for each 
of the people receiving a bonus. Basicallyo each memo gave the 
person*s position in the campaign, stated that Hr. Watkinr 
authorized the bonus and that each bonur was determined prior to 
the Democratic National Convention. Same bonuses were based on 
the recommendation of the immediate supervisor, such a6 David 
Wilhela, Rahm'Emanuel, end Aeeley Ardman. There lemos do not 
establish that the bonuse6 were in connection with the campaign 
for nomination. 

In response t o  the Interim Audit Report, the 
Committee states that it could find no instance when the 
Commission d i d  not permit bonuses. The Committee states that it 
doer find instance6 of the Commission permitting other rewards to 
staff after the close of the campaign. The response also states 
that the Commission has considered severance pay after the date of 
ineligibility and the cost6 of a staff party after the election as 
qualified campaign expenses. The Ctarasslfttee did not cite any 
specific eases in their response. 

information on the individuals and firms that received bonuses. 
For Carville and Begala, the Committee submitted an addendur to 
their consulting contract. According to this addendum, dated 
March 3 ,  1992, the Cowittee would pay the firm a bonus of $07,500 
if the camdidate was nominated by the Democratic National 
Convention. The Audit staff notes that at the end of fieldwork 
the Committee stated there were no addenda to this contract. In 
the Audit staff's opinion, the Committee has ertabl~ah@~ a 
contractual liability that was incurred prior to the date of 
ineligibility, and the payment to Cerrvillc and Begaha ir therefore 
a qualified campaign expense. 

The Cotamittee also submittad an affidavit from 
Rahm Eranuel. H i s  affidavit SLate6 that he vas remponsibla for 
developing and implementing the Committee,s national fundrairang 
campaign. according to the affidavit. part ~f mr. Emanuelts 
employment agreement provided fer a performance based bonus plan. 
The agreement provided for a bonus to be paid if fundraising 
performance exceeded campaign goals. The affidavit explainr that 
the Committee and Mr. Wilhelm honored the eaployslant agreement and 
provided Hr. Emanuel with Bomplr pa ents of $52,QQO. Neither #r .  
Eranuel or the Committee provided any writtas agreement. 

The 

After the exit conference presentation of this 

In addition, the Cornittee submitted 

18005 

Page 60, Appnnraa 12/21/94 





+=--s?*-- $nIKdMmre’rilira&ydQapibtd 
,‘&-umpa&ia actha a8 tke .d 
!&. - b l m ~ * n C f k ~  
+*piaedtb?campi@sfiff 
. accouneing division in late 

. -. 1991; A catitid plblic acrmmtmt. 
‘“CiBC. hclded the rmit, QIC: fonnep rm- 
ploj&c said. a d  to WatD6ng 

~8BDlmaAhWaShatiSbgcaar- 
th who was both the campaign’s 
cbidfprneLl*uIddeputTcam- 
‘pai#lnuaagerforopattiaa 

C U W O & % M i d M O O W ~  
totkmatthtendd1991thtWat- 
lrhamo&asioomadcsuUaaytiaged 
d a n d o n c  senviadmnce wtrik 
the two searched for staff apanments 
whar she did not respond, Moore told 

,, others. Watkins began complaining 

, ,..; Mmre hired a kuyer and tcak her 
auegations to campaign officials. 
;%hristine Varney, the campaign’s 
:;eormoel. > :  and outside buyen ar Hogan 
3 Hartson investiga:td her allega- m. 
(‘1 As an interim measure. campaign 
i:%fficials moved Moore out of Wat- 
hsins’s operation and into the cam- 

paign’s field division, where she 
,&lped the campaign close oilt its op 
.=&&ions in some states. 
13 Watkins denied Moore’s allega- 
aionS. but that did not limit the poten- 

political damage the campaign 
i ,>ad 8 they had they become public. 
1 ’~1utbougb Clinton was not involvd in 

the charges. the issue of con- 
duct was uplorive. Gennifer Row- 
ers’s r h r g e  that Clinton was unfaith- 1 ful to hi5 wife for 12 years was 
coozidved one of the reasons Clinton 
hJedl to 6nish fmt in February’s New 
H.mpshLc presidential primary, and 

Doug Hey]. the cmpaign‘s south- 
Q11 field director. said Mmre worked m thc kw di\ision for at most a few 
moaths. and FEC records show she 
pllir dkcting her salary der  June 
1992. Craig Smith. who headed cam- 

wd opuation~. said: -.& I r e  
(aa she said she had another job.. 

Ultimately. campaign attorneys 
tbe position that wtaile Moore 
aot p ~ v l i l  if she Wed suit, it 

easier. cheaper and politically 
to settle the ase. They fig- 

ured a setdement event* would 
komc known, but probably not una 

.. z 

i ..&out her p b  performance. 

I bIgpganriRued to plague him. 

the ampaign tter tdd tbc Fix, tbe 
$37.500 sbt nxeived wa9 trigc ha 
previarr srlnry m tbe Md d ac- 
~tklgdivis ione.  mdfumncthpn 
David w- the campaign mulag- 
er. 

The campaign sent the $37,500 
check to Kathlyn G r a m  a lawyer at 
the Link Rock bw firm d Wright, 
Lindsey & Jennings tht hadled tbe 
payments. B was sigccd by Wa- 
and wilhdln, and inchded tbe wt?r 
tion “settlement.* Campaign funds 
were used becaruse campaign lawyers 
contended that was the only legd 
SouTte for the mrmcy; anything e&c 

- 18007 

*@* 
?he campaign also gave rhe FEC a 

kttw tom Anthony 5. Hanington of 
Hogan & Hanson. who drew up the 
wttkment The NW. 4 letter raid: 

eo a f o m  emplow fa tcansitkd 
consulting svvias to be provided to 
the [mpgn] commiftee over a pen- 
od of approximately four months.” 
Manington mote the FEC a second 
kna about the agreement. but the 
campaign asked for it back. because it 
did wt want it to koome pslblic. ac- 
cading PO utrecht 

FEC auditors decided the infonna- 
tics was not cnargh to justify the use 
of fedaal funds, and uith the repay- 
ment a( the maney, thc codnmission 
has apparently dosed rhe matter. The 
FEC can ask the Julsticc Department i toinvestigateifitsuspeetsacamplign 

: hasaelitxraWytieda~phepppode 
i dapayment,krtthatm+happPnr 
‘ In g e m d  Tmor Potter, aa FEC 
, cnmrni&ionep. soid: “We are ao agCb 
I cyththasfarmoreascrthanitlus 

Tbt payment in question UaS made 

! .  

D 
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David Watkins. fired from his 
White Housepb last summer for us- 
ing a presidential helicopter to take 
hLn gobg .  still managed to end up 
h d  of the game. uith a 83,000 
per month retainer from the Chton 
campaign for most of the past year. 

Watkins, an Arkansas pal of Presi- 
dent Ctinton's who has a played a 
central role in three embanassing 
chapters of the administation. uas 
put on the retainer last July. about 
six weeks after he was fired from his 
pst as director of the White House 
OfIice of Management and Adminis- 
tration Watkins had ordered up a 
presidential helicopter to take him to 

a Maryland golf course that he said 
he uas wing out for the president. 
When the golf-trip and presiden- 

tial helicopter were captured by a Io- 
cal photographer, a chagrined White 
House moved quickly to eject Wat- 
ldns from his senior post. Warhns 
went, but not uithcut a fight, which 
enraged many of Clinton's aides who 
subscribe to the rule that staff mem- 
bers should protect the president, 
not embarrass him. 

Ordered to repay the $13,659 
wst of the tn'p. he refused. Angry 
White House aides passed the hat to 
spare the taxpayers. but eventually 
Watkins gave in and said he would 
leave uithout M e r  fuss and repay 
the cost. 

Watldns also played a role in the 
1993 mass firing of the " h t e  House 

travel office personnel. an event that 
an internal White House investiga- 
tion termed improper and inept. And 
he was sued for sexual harassment 
by a female accountant who worked 
on the 1992 Clinton presidential 
campaign. resulting in the revelation 
this year that the campaign had 
agreed to a setdement in wfuch the 
woman was paid $37.500 under a 
confidential agreement in which no 
wongdoing was adrmtted. 

Business Week. whch has kept a 
close eye on W a t h s .  reports on the 
retainer in its issue out on July 3. 
Clinton campaign general counsel 
Lynn Utrecht said the more than 
$30,000 paid to H'atliins over the 
past year was not a payoff to get hn 
to leave the White House and reim- 
burse the helicopter cost. "I would 

not subscribe to that characteriza- 
tion.'she said. 

Uuecht said Watkins was paid the 
retainer because of his familiarity 
with campaign pa>ments based on 
his administrative p b  in rhe 1992 
campaign. "He was familiar with all 
the vendors and employers and we 
needed his assistance* in answering 
questions from the Federal Election 
Commission for the audit it conducts 
on a11 presidential campaigns. she 
said. 

Uuecht said she could not say 
how many hours Waikins worked, 
where the idea to hire him originat- 
ed or why he only became necessary ' shortly after he uas  fired. She em- 

i phasized that his knowledge of the 
1. administrative side of the Clinton 

swering FEC questions and that no 
one else had that detailed knowl- 
edge. 

The FEC eventually ordered the 
camwgn to refund $1.4 mibon in 
public funds to the government .b 
cause of improper or insufficient jus- 
tification of expenses. The campaign 
also had to refund $9,675 for the 
sexual harassment settlement. !he 
share of Ihe payment provided by 
r a ~ p a y e r  funds lhrough the m$h- 
ing-funds financing of presidenGa1 
campaigns. 

Besides getting his retainer from 
the Clinton campaign. Watkins has 
been employed since last year- as 
vice president of corporate cornu-  
nications for Canauay Golf CO:. a 
golf dub manufacturer based in Cali- 
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A N  INDEPENDENT NEWSPAPER 

wasante&'' Can it be that wlr. Watkins's "spec& 
ic exput ise"abt  these contracts was not need- 
ed until aft- he had left the White House under a 
do&? That's o m  guestiaa. Here's another. WI 
the small donors to the Clinton campaign tie 
pleased to learn that their money is being used to 
put Mr. W a W s  skill and knowledge to WUM 
(The g.mpaign iosisw that Iw) taxpayer m a g  
funds were involved.) 
This is not tbedrst time the campaign kitty 

out He bad been sued for 

a $37,500 sdment with the wornan. 

Tkre is a dreadful mesbage in ail this. It is 
that ctrtain peopk. w matter how foolish or 
wrmg their actions, will not only k rescued 
after r e p t d y  unbprnssing the president but 
actdly get rewarded for doing so-and, in the 

, have P chrscc to u n h s s  tbc pres& 
ovec again. It makes no mad or poWcd 
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I1 11 BELOW THE BELTWAY 

If you release it, they'll print it 
It was hardly wonh the ink but the DesMoinnRgipem 

published a liberal reform group's breathless discovery that 
freshman Iowa Republia Rep. G u y  Gulske'r voting 
record coincided with the interests of corpontiom whose 
P A 0  contributed to hic wnpign. 

BTB suppow tha, in the perfect world envisioned by 
the IOU-a Citizen Anion Network, candjdata such as 
Ganske would be permitted to raise campaign funds only 
from their politid cnemis. 

Zerdf'ff'o loan was illegal "technicality" 
Rep. Bill Zeliff (R-N.H.) has agreed to pay a $30,000 fine 

to settle a Federal Election Commission w involving a 
loan by Christmas Fum Inn hc. to hs 1990 campaign. 

Uiff w e d  the X209,DX loan was legal because he 
owned the corporation and he was therefore providing 
personal funds to his campaign. The FEC said it is illegal 
under laws dating back to 1937 for corporations to make 
contributions or arpendiiura in federal elections. 

'I borrowed my own money and just got caught up in 
the techniulitia of :he FEC,' Zeliff told 'Ihc Associated 
PTUS. 

It was a conly tcchnialky. Besida the $30,080 fine, 
Zeliff acknowledged that he'd spent another S60,OOO in 
personal and campaign funds fighting charges that his 
campaign violated the Federal Election Campaign Aa. 

H e  keeps on collecting 
Remember David Watkins, the longtime friend of Prrsi- 

dent Clinton's u*ho was kicked out of his White House job 
l a  summer after commandeering a Marine hdicoprer for 
a 513,679 jaunt from Camp David KO a nearby golf mum? 

Watkins landed a corponte communications job with 
Calkaway Golf Co., maker ofthe popular Bigknhrdubs. 
He was dso quiedy put back on the Clinton payroll with 
5 3 . m  monthly payments t o d i g  at least S30,m lur 
year from Clinton's arnpaign committee to Watkins' 
dormant consuiting fm in Linle Rock. 

Committee lawyer Lynn Utrccht told Bwiw Week 
that Watkins was paid to prepare Jfdavirs and hdp fnme 
responses to the FedePd flection Commission's audit of 
Clinton's campaign. One item the FEC r h w d  W;UT a 
537,500 payment by Clinton's campaign to d e  a SQtlll] 
hvnnrncnt charge lhta PAS brought a g d  Watkins by a 
femde accountant. 

Singing a new tune 
Throughout most of its par0 deader of operation. the 

Federrl %xion Commission has been persistently criri- 
c d  by Common Guu. b B'IB was surprised (but not 
for long) to see the FEC described as "the ovvworked and 
much maligned agency" in a'raent edition of Common 
GUK'S own magazine. 

&ld&lg Qn k l y  
CcmmunitydevcloprncntandJford;lble housing groups 

in W u s c s t s  wanted Sen. John Kerry (Dh'iars.) to 
suppon thcircrllforFedenlRexrveBoard hearingson the 
proposed me%= between Flm Financial Group hc .  and 
Shawmut National Corp. 

They were chagrined IO learn lut month that Kerry, 
who m'ka of *g~'gOod government' pose by refusing :o 
solicit P A 0  for campaign cantributions, dlowedrhe chief 
executives from the two banks to co-host a fundnising 
event for his 1996 redmion campaign. 

Jackson suiting up 
JepseJackronkgaringupforapolenriJ rhirdpraiden- 

rial amp+, either x I challenger to Bill Clinton for the 
Democratic p q f  nomination or as a possible indepen- 
dent, 7&eAs~ociaudBas rrporr~. 

He*s been trying eo wipe out the nearly 9150,030 debt 
Idtlomhk 1988cmdijly.He'ralso~nteilingsuppon- 
usthat d a g  asanindcpcnpendenr kagoodncws/bad neus 
proposition. The bad news k &at it would prraially 
destroy Clinton's chancaro win elmion to asecond term; 
rhe good ncus i s  that it would draw black vorers who r i l l  
help Demomrs rcqprurc d e  House. 11's a theory. 

Recycled rhetoric 
There's a joke about Gjun louiriaa;l, held by some 10 

bcap1aceua:hgrat foodandacolorful history of political 
corruption, making a dal with Scandinavian Minnsota, 
held by some otheri as a place dapoiled by dull food and 
g o d  government. 

"Come doam here aid ~ O V C S ~ ,  we'll go up there and 
cook," went the punchline. 

Now it may be time to r& the story following reports 
that a amp+ irur used in l u t  year's Maryland gubcma- 
torLJncchubeenrecycl~wordforword,forrcunp-rign 
tabeigusedinLouir iyLlT~cruVryLandrieu's  
current pbzmatorid campaign. 

%andom rampant violence has familia across our state 
fcaringlortheirs&y intbenr~,intheschools, evcnin 
their own cam urd homes," Maryland Gov. Parris 
Glendenkg said lau year and Landrieu is repeating this 
Y-. 

Grru Margolis Mitchell Bums dr Associates where a 

( 

Bo& campaign t m  were Wriau, by Kim Haddow of 

spokesman for the politid consulting firm told 7hc New i 
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Doc 190014A shows that the CPC phzted Strategic e 
would benefit the p e d  election campaign of Clinton and Go=, by using the 
primary contributions combined with federal mapchiag funds. 

tu= on iaenas that 

Doc 19005-20/B is the spen metsing discmion about a& log that the C K  
maintained in Little Rock. This "petty cash' log was established with some 
S180,OOO in traveler's chocks that were not very well mcW. Tbe Cpe could 

tkdaily 
aMow;mce for draws fmm the petty cash fund. The FIX resolution of this 
matter was reasonably objective. But the situation demonmates exceadingly 
p r  controls and lack of management an the part of indlvialluals in Little Rock. 

not axout for $20.00 plus S40,800 in expenditures that. 

1 9 0 0 0  
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TO : ' Hickey Kantor 
E l i  Segal 
Mark Gearan 
Bruee Lindsay 
David Wilhels 
David Vatkins 

David I ishin 
Philip Friehan 

Harch 23 ,  1992 

Convention and General Election Plaming 
Y 

<=. 
(1 !T Last October, va s tressed the importance af the changes i n  

. t!!e t h i n g  o f  the federal matchiag fund paypents and Late 
revisi0r.s to the r e p l a t i o n s  on bank loans as potential ly  
dec i s ive  iz having available cash to contest battleground 
primries. Tho finalizarion of that loan ' ~ 1 1 ~  impaired 
unnecesearily by the campaign's l a t e  start and a t@ndency of t oo  
many hands t ry ing  t o  =ab tha wheel a t  the last nirnute. There 
are even more significant issues and new chvehopments that will 
afr'ect vhether mill ions of dollar6 w i l l  be available or Usable in 
the general election. 
issues a s  an integral part of! OUT convention and general e l e c t i o n  
planning. 

We need to begin now to. adt3ress 

To zssess tje impac2 of the various rcgulatians and provide 
szrategis planning for  tSe transition crom t 3 ~  p r i m a r y  to general 
e lecr ion,  w e  have assembled an experienced GO l t t e e  of volunteer 
attorneys to provide assistanee to  the C a n p a i g n -  These attorneys 
incluCe: 

Zez Gross: Partaer at Skaddcm, q s ,  and former Chief of 
Znzorceaezt at me Federal Electian Ca 

Lya U t t e c b t :  Partner a t  H a m a t t ,  Phelgs, forarr GencraP 
Coci-isel to the a r k i n  Presidential CarPpaign and &paw 
G e n c r e L  CounseL to thr 1984 Mondale for President C o d f t e S -  

! Joe Sandler: partner, Lmt, Fox, General Counsc: to *&e 
Association of S t a t e  Denocratic Qakrs. 19001 
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Christine Varney: Partner, Hogan h 
Counsel to the Democratic National 

Hartson, former General 
Camittee. 

This committee of volunteer attorneys represents virtually 
all of the experienced available talent in the campaicjn finance 
area and will assist the General Counsel in advising Lbe 
Campaign on the folloving matters: 

I. wind-up OF Clinton f o r  President CO€SRXittQer x~nc. 

The Clinton for President Committee, Inc. is entitled to 
spend 5 2 7 . 2  million during t h e  primary period. An ndditimal 
$ 5 . 5 2 4  million is available f o r  exampt fundraising expenses. 
while private contributions will lijtely comprise the bulk of the 
Committee?s assets, the Committee is entitled to receive a 
maximun of $13.81 million h primary matching fuzds. 

sust file a statement of n e t  ou+standing campaign obligations 
("NOCO"). A NOCO statement is a statement of the amount of 
obligations for qualified campaign expenses less cash and other 
assets of the Cornittee. If 'the Committee is in a d e f i c i t  
position on the &ate of the nomination, t h e  Cornittee may 
continue to raise private contributions and receive matching 
payuents f o r  matchable contributions. Conversely, if the 
Cornittee is in a surplus position, it will not be entitled to 
any further matcbing fund payments. 

A s  the NOCO requirements indicate, there is a distinct 
benefit to =e tonnittee incurring phinary election obligations 
right up to the nomination. while priaary funds may not be used 
for the general election, strategic purchases of equipment, 
media, polling and other items during the p r h a r y  period can -- 
w i t h o u t  using the limited general election,hmds -- Wma&if the * 

campaign in the General. T~US, v i a  -e noaiaation in harad,- m e  
Comndttee may make extensive media Buys in key states where 
primaries have not yet been held (i-e. CA, NJ, N'Y, 08, etc-) to 
make voters familiar with Clinton a d  bis message. 

must be paid for out of this account. 

11, General Z b c t i o a  Bhaacing 

The Democratic nominee is entitled to a public fmdiag 
entitlement 02 $55.24 million- This entitlement also constitutes 
the expenditure lhif of tho presidential campaign h the general 
election. 
=e submitfed to and approved by tbr ssion. this emticlement 
w i l l  be available to the General W g n  approximately four to 
five days after the nomination. 

prohibited from accepting private contributions except for the 

Within 15 days a f t e r  receiving the nomination, the Committee 

The campaign's direct expenses f o r  the convention in Y u l y  
(See Section V below). 

After the appropriate agreemen- and certifications 

1 9 0 0 2  
In accepting this entitlement, the.Ceneral Campaign is 
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General Campaiqn'c legal and accounting complianee fVtd. 
General campaign is also prohibited from using any excess primary 
iunds for general election expenses. 

The 

XTI. Csordiaatsd Party Expanditurfm 

presidential campaign in the general election, there are 
additional funds available from the Democratic National Committee 
( " D N C " ) .  The DNC is entitled to spend 510.33 million fn 
coordinated party expenditures during the general @kction. This 
nonepr is commonly referred to as 44la(d) money. Coordinated 
party expenditures aro li) separate from tbe general eleczion 
expenditure l b f t o :  2) made in consultation w i t h  the CaBpaign: 
and 3) paid direct ly  ar.d repofcad by the Orrc. 

Individuals nay make cmtzibutions of no mote than $20,000 
each to 'the national party cornittees ( i . e .  national, house and 
senate campaign committees) to finance the 441a (a) expenditures. 
No individual, however, may give mare than $25 ,00Q in aggregate 
federal eontributians in a calendar year. 

In addition to the $55.24 million that may be spent by the 

P h C s  may give contributions to "the national pa%y committees 
to finance the CBla(d) expenditures of no more than Sl5,OOO each 
to t h e  national corsmiteee, Eouse campaign committee. and the 
Senate campaiqn committee. 

xv- L q d  a d  ACCoUZl+iXlg CQEX&imC6 

The presidential campaign is perszitted to raise privata 
contributions f o r  a legal and accounting compliance fVd.  
Individuals, even those who "maxed out" in me p r b a r y ,  may 
contribute S1,OOQ to such fund. Funds for  such an account nay be 
raised prior to the nomination. 

In 1988 this fun0 was apuraxhately $6 million. Excess 
EunOs from the Co&ttee*s prislary accounts may be transferred to 
the fund. The fund may be used f o r  the following. 

1) to pay all amounts, including salaries, incurred by the 
campaign for legal and accounting services to ensure 
complfance with the Act. 

2) to defray tha t  portion of overhead, payroll., computer 
services, etc. that are related ta coarplianco- 

3) to 

4) to 

5 t9 
CO6tb 

d@tfray any civil or criminal penaltier 

make repay=en+s 

daf ray wreixhursed Secret Service transportatfon 

19003 
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6 )  to make a brrdge loan t o  the -Csrreral .Campaign p r i o r  t o  
the rece ip t  of federal EunCts. 

V. atfapa P e p  Activity os Behalt of Presidentfa1 Cmpdgns  

In order to encourage g ras s  roots party activity, the l a v  
p e r s i t s  p o l i t i c a l  party cornittees t o  engage i n  "generic" party 
building activities that provide bene f i t s  to the presibential 
canpaign. 
funds and do not count agains t  t h e q r e s i d e n t i a l  campaign's 
expenditure l i n i t .  It  i s  these funds w h i c h  have been 
disparagingly characterized as "soft money" that may make the 
d i f f e rence  between vi- and defeat in a close election since 
they are usable for programs desased to inurease targeted v o t e r  
tu rnout  * 

These a c t i v i t i e s  nay be paid for wit3 s t a t e  party 

h-ile cer ta in  r e s t r f c t i o n s  are assaclated w i c h  SQIW of %!e 
a c t i v i t i e s ,  they h c l u d e  the foUcw'lngr 

1. 

2. Volunteer Ca.n~palgn natrriale (buttons,  bcztper stickers, 
hanc?bills, brochures, ycrd signs, a t c a i  

3. Slate card d i s t r ibu t iun .  

n e  rules governing these fundls have been changed 

Voter registration and get out the vote; 

d r a n z t i c a l l y  by the FEC following a l a w  s u i t  by Coanon Cause. The 
new regulat ions alter We permissible  a l l o c a t i o n  of funds betseen 
federal and non-federal sources. The consequence is #at the 550 
mil l ion  or so calculated For the general 'Woazgh the state 
paflies may be of f a r  lest5 value. Moreover, t hese  ney.allocaticn 
rules have forced many state p a r t i e s  in to  a..position where their 
Zederal accounts a re  i n  increasing debt. comprehensive plannbg 
i n  this area needs t o  begin inmediately i n  a manner tha t  is 
i n t eg ra t ed  in to  our general  e l ec t ion  planning and coordination 
w i t h  the BNC. 

'?I. Convention itelated- Expenses 

its nominating c o m m t i o n  committee $10.6 mil l ion  in federal 
funds. I n  1992 this amount w i l l  be increased by an add i t iona l  
e n t i t ~ a m e n t  of sa48,ooo as an adjustment for i n f l a t ion -  s p e c i f i c  
regula t ions  govern expenditures at the converttion and 
cont r ibu t ions  that  may be received to defray convention expenses. 
X t  is imperative that all convention plapuning take h t o  aCCQUf 

these l i m i t a t i o n s  and r e s t r i c t i o n s  on the use of feci- fu~rnds. 
As noted in section I, the cqpaign's ovn expenses m u s t  bs.]paid, 
o u t  of our p t h r y  cmqgtaign accounk, 

I n  July 1991, the Democratic National 6: i t tee  received F o r  

~ - 
.._ 
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ia this 

section and let's eee if we can mawe. The fipCrt ope ie 

traveler's &ecks. 

one? 

Ruse, what do wt? ne?ed to know about +hie 

ROSS: The camittee used about $180,000 worth of 

traveler's checks. We're saying there is not tlufficient 

documentation, since canceled check8 or dratfts we~en't used. 

In respame! the Committee is saying they provide w a log 

that documented the use of the eh@cks, and th@s@ should be 

viewed the same as petty cash-type expenditures. 

themselwes went to pay the people that travels per diem, 

which was subject to a $30 a &iy limit. 

The checks 

The only pxobPem we had with the log, it only 

totaled $159,000, so we were $20,000 short. There w a i  about 

$40,000 in expenditures of that $159,000 where the people 

receiving the traveler's checks, the amount far exceeded 

what they would have needed to cmer their own per diem. 

we asked f o r  additional infomation on those traweler's 

checks in the interim audit report. 

So 

As far as the problems, the $20,000 shortfall in 

the log, and the $40,000, the Coxnittee, did not reepond to 
- - 69007  
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that in the interim audit report. So we? are recommending 

right now the repapst of the entire $179,000. 

OM. l?OT'rm: If I could just clarify that figure. 

Of the $179,000, which is the total $179,357 of traveler's 

checks, $40,000 is not explained in the log, and $20,000 is 

not in the log, so that's a total of $60,000, is that right? 

RUSS: The exact amount - -  that's slose, yes. 
COM. PoTLgR: Okay, the round figure is 

approximately $60,000, is either not in the log or is in the 

log, but not explained. I understand though that you are 

also recommending that the Sl29,OOO not be a qualified 

expense. ea8 you explain that portion? I get the $60 ,000 .  

I need to hear more about tbe $120,000. 

MR. SMLTZ: The question that arises here is 

whether or not these disbursements are nade by a check dram 

on the Committee depository, which is one of the 

requirements. Alternatively, could this be considere& a 

petty cash fund, because we have rules on petty ca5h funds 

that say that a disbursement up to $200 can be ma&e out of 

the petty cash fund, as long as a log is kept. 

So in our opinioa, the travelerla checks are not 

ehecke drawn on a Committee account. 

Express traveler's checks. The canceled instruments go back 

They are American 

to American Fxpress, and 

best I know, have access 19008 

neither we nor the Committee, as 

to them. 
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Of course one of the reasons that the requirement 

for a check drawn on a cormittee depository is there is to 

create the paper trail of where the mney w e n t .  

case, you don't have it. Because of that, we didn't feel 

that these would meet the documentation requireareats that 

are laid out in 9033.11, which require a cancelad check, 

except for petty cash funds. 

In this 

COM. POTTER: You went through why it's not a 

depository. Why is it not a petty cash fund? 

N. STOLTX: Petty cash funds, at least as I 

understand them, usually don't $180,000. and are used to 

pay per diem. Those are generally considered miscellaneous 

office expenses, that sort of thing. I c m 8 t  recall a case 

where we have Rad a $180,000 that was considered petty cash. 

COM. POTTES€: Just looking at it from the 

Committee's standpoint for a mantent, is there anything here 

in our regulations that would tell them they couldn't have 

treated it that way? 

MR. STOLTZ: Other than - -  
CON. POTTER: You say up to $200 .  Were any of 

these over $200? Do we know? 

MR. STOLTZ: I don't h o w  what the denominations 

were, but I'm sure there are varying denominations. Of 

course the Committee's argument is that since per diem is 

$30 a day, then every day sh~uld Ise considered a $30 
. 19009  
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dieburaement, even i f  there were a number of days paid off 

at one time. The log may show amounts greater than $200 to 

one person on a given day. 

coe3. PosppgR: Does it? 

RUSS: Yea, it does. 

6061. FQm'ER: Ccim. Elliott? 

COM. ELLIOTT: Just a question. On Attachment 9, 

when it says the check number, that check number is the 

Ctxmittee check to the Worthen National Baxk to purchase 

traveler's checks in the amount shown? 

RUSS: That is correct. 

CQM. ELLIOTT: Okay, thank you. 

COM. PMTER: One final question. I note in the 

Committee response it SZ~YS that after consultation with the 

FEC, the Camnittee began a policy of aietributing traveler's 

checks. Do we knm anything t what that refers to7 

MR. SIDLTZ: The Comaittee nothing specific on 

it, and neither do we QB OUT side. The C ttee contend8 

that they checked with us, and were assuxed that it was 

okay. We have no documentation or recollection of that 

conversation. "he Committee hasn't been able to find 

anything contemporaneous on it either. Beyond that, I can't 

offer much information. 

COM. POTTER: Z understand you have no 

recollection of the conversation. Has thie issue come up 

9901n - 
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before? 

have said, wh, no, you can't do that, or whether - -  
Do you have a view as to whether you clearly would 

COSTA: I think that'e exactly right; I thik we 

1 think given the volume of activity, this is would say no. 

not in any way, shape ox form a petty cash fund. 

talking about $180,000. And &Lao, the ratq[uiZ-C that 

diabumwnents be wade by check dmwn agslieet your degoeitory 

is clearly there to document the ilisburaement. 

You are 

So we would take, the position that no, you can't 

do that. That would be my view of that, 

willing to b@t that's what we? would caahe back with. 

Espacially on a unique querPtian like thb, I am ymsitive 

there would have been sme written record of that. We would 

have been in coaglultatiolra with counsel just to make reure' 

that they were on board on that, bplt we have no recollection 

of ever being asked at all. 

I would be 

COM. PmTRR: Joe? 

MR. STQLT2i: There prab a later comersarion before 

this, or after this thing start&, w i t h  one of the attorneys 

for the Committee where the advice was given back that we 

thought it was cash. But that occurred well after this 

program started, and is not the conversation the c 
would be referring to in their response. 

COM. POTI'ER: I'm sorry, I missed the advice that 

was given. 
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MR. STQLTZ: That it would be considered cash. 

COM. POaBa: corn. Thcnnas? 

m. THCBYAS: Thank you. The one basis that I can 

see for dealing with the amount m@r $60,000 as ncmnqualified 

is if we have an indication that treating that ~ h 9  cash 

disbureeBaeate out of petty cash, we were dealing with 

situations were they were crJspendlitures in excess of $100 to 

any person per purchase or transaction, which is the 

standard note a€ the petty cash reg. 

X had the impression based on what was said 

earlier there are some of these transactiom that amount t o  

expenditures to some persons that exceed $100 per pereon p r  

purchase or transaction. Bow m c h  of that ining amount 

are we talking, that $120,000 roughly are we calking falls 

into that kind of category? 

MR. STOLTZ: I think we vould bv@ to go Back 

through the log and try to add it up. 

log that has b . n  photocopied a couple of times, so w e  

haven't gone through aad done that calculation. 

It iea a handwritten 

Coas. THOMM: It just strikes me that we cain'e:, 

sort of - -  I have it all different possible prays. It se 

that I tend to agree that for purposes of using these kina 

of instruraents to make expenditures, t t the closest 

analogy is to treat them as part of  petty cash. 

the arrangement. then the reason that you would eay that 

If that is 

19012 
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they would be impermissible would be because on a par 

purchase or transaction basis they were giving out more than 

$100. 

RUSS: Excluding the $40.000 that we requested the 

additional docuuentation on, if you axe talking about the 

remaining, when you subtract out the SZOr,OOO that we can't 

account for at all, and the S40.000 where we need additional 

documentation, what is left, I think the log pretty much 

supports that the person received the 530 per day per diem. 

So if you w a n t  eo count one day a traglsacc-,ian. they would be 

under the $100. 

C m .  m: If sonnebOay askea far 20 days per 

diem and received $2.100 - -  that's not right. Whatever 

amount they received, $600 in cash, that wouldn't be 

permissible payment? 

MR. SMLTZ: That's correct. G@n@rahly, that's 

what they would do if the person was expected to be gone for 

four clays, they might give him $120 or $150 for five &ys. 

cotrl. THOMAS: -8 that violate the petty cash 

rule though if it is more than $1007 

MR. STOLTZ: HOW do you Want to scad a 

transaction? Is it $30 a day, or is $150 for five days out? 

COM. POTTgR: HOW do we nopmally read the petty 

cash rule? 

MR. STDLTZ: Of COUXS~ when th@y are doing it, 
- 
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generally petty cash disbursements, if you give the person 

$150 for aomgthing, it as $150 s a h  disbura@zWRt. 

con. TH-: Apdl it's Qvef $100. 

MR. STOLTZ: Itla mer $100. 

COM. THUMS: I hare alarays w e r e d   OW the petty 

cash rule really &d& bg applied, Be@llrue x erntiaim 

acmeone saying, okay, I can't give cut $xOO I: tr;dlQBact ion. 

Here is a $100, walk aut my cpoor, c back and f'lk give 

you another $100 for the next day, We'll go out my door, 

ualk back and I'll give you another $200 for the day aftcr 

tamorrow, apB so on aad so forth. 

CGM. XC : Or is it five transaceions for 

five days? 

COM. THOMAS: That would 8- to to be sort of 

side stepping, but OR the other , v b x c  the underlying 

basis fer the payment reflectm that it. eorre 

d i m  for one day, and them aaorsa?r per di 

and 80 on, it ne kind of to 

each separate day to get their petty cash outlay. It could 

be a per diem paymeant. It coultll be fob the kly doughnuts. 

It could be the daily pizza run. 

COM. POTX'ER: C a .  Elliott? 

COM. ELLIOTT: s the log show, letOs say a 

pereon was getting $30 a for five ctayrp, so it would be 

$150. D o e s  the log shov whether t h y  got one particular 
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~ilshier's/traveltr'~ check, or whether they got multiple 

checlc.8, a s h  of them being d e r  $1003 Doe@ the log show? 

Wit. §TQbTZ: %?if& 

particular page 

n it 

given serial awriwr 

cobll. BLLIm: 

cfm. ELLIOTT: So you can tall by t b t  whether 

they got on@ or -re? 

. SMLT-2: t Pe COzTBGe, xc B a to 

amount of $150. 

CQH. ELLXOTT: xa6hYb 

are there enough checkar there to 

m. STOLTZ: 
a scriee of $10 checks. 

usually come in relatively 

m. E L L X r n :  So gre 

- -  I mean per traveler'e check, none of them are over $100. 

MR. STOLTZ: The mme would $e true if you gave it 

out in tens and twenties. 

COM. ELLIOTT: That's true too.  I understand 

that. It would be the same as cash if that is our 

presumption, but I j u s t  wanted to k n o w  whether you could 

walk in and out the door, or whether you got it all in one 

- 19015 
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little - -  
COM. PO'ITGR: Bob Costa? 

MR. COSTA: I would just warn the commission to be 

very leery, very careful about what you do in this area. 

You are talking about $180,000 disbursed, and there is no 

record of that disbursement other than a log, and that log 

is what it is; it's a log. 

the traveler's checks were issued, but there is no tie back. 

You can't get a canceled check that went to a particular 

payee that says I gave John McGarry $150 on this date. 

There is no record of that at all. I would be very, very 

leery of this. 

There is some indication that 

COM. POTTER: I think I am concerned with that. 

It's not this particular series of transactions or this log 

- -  it is, but I think the general theory is that you have 

$180,000 i n  what is essentially cash that can be handed out. 

That's why you have the petty cash rule and the $100 per 

transactican limit is so that you don't have a lot of cash 

going out without good documentation. 

of cash to have $150 or $300 or whatever being handed out in 

this. I don't think it is what we want to encourage. 

It is the equivalent 

COM. THOMAS: I agree. It strikes me that unless 

we think they are in essence fibbing to us that this was for 

per diem, 1 think we do have a pretty good picture; the same 

kind of Picture You get with a petty cash log. With a petty 

* 19916 
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cash log, all you have is a log sitting there that shows 

that some hard cash was used for the folLowing reasons. 

It strikes me that we have about the same Level of 

documentation here as we have in a petty cash situation. 

grant you that the dollar amount overall i s  larger than 

apparently we see in most petty cash arrangements, but I. 

would be interested, have the other presidential campaigns 

we have seen over the years not had doled out say $180,080 

worth through a petty cash fund? 

I 

MR. STOLTZ: None come to mind that deal in that 

kind of volume. I think that there are a number of reasons 

why a lot of campaigns don't want to do that. It requires 

keeping a lot of cash around. 

those kind of expenditures out there, then you have a 

security problem with the cash, and your records aren't 

necessarily very good on it. So I think most campaigns 

wouldn't want to do it. 

This traveler's check program is a little 

If you are going to make 

different, but security of those is a difficult issue too. 

If they are blank, they are as easy to use as tens and 

twenties. 

dimension before. Petty cash - -  the word "petty" seem8 to 

indicate insignificant, and $180,000 didn't strike us that 

WaY - 

So I don't think we have seen anything quite this 

COM. POTTER: Com. Thomas, I was going to say in 
- 191617 
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that exchange that I would be willing to give them the 

benefit of the rule, and say to the extent that any of these 

transactions were below $100, meaning on the log where it 

shows the total amount paid in one sum, if it says below 

$100, then I think they could use this as a. petty cash fund. 

The fact that they made greater u ~ e  of this than 

other campaigns is not aarmething that is apparent on the 

face of our rules, so I don't have a problem. 

the rule is a balance, a compromise between saying we 

recognize campaigns are going to have to aake some smaller 

expenditures in cash, and our record keeping requirements 

for the uae of public money, if we are talking about large 

sums. 

But I think 

So having struck that balance at $100, I am 

reluctant to say it's like a petty cash fund, but if it is 

$150 or $250, thus over the limit for the petty cash, they 

can still do it. It seems to me that's - -  I don't see any 

reason to go beyond what the petty Cash rule would allow. 

COM. T H O W :  I guess the only issue is how do you 

calculate that $100 per transaction? 

COM. POTTER: I calculate it the way they 

apparently do on their sununary sheet, which is you look over 

to the right and see a total. 

and if it is $60 or $90, it is under. 

If it is $150, it is over, 

1901Q COM. THOMAS: So how does the sheet wark again, 
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Joe? Maybe I'm not understanding. 

MR. STOLTZ: It lists the number of days and the 

serial numbers of the individual traveler's checks that were 

passed out. 

the sum of the va.luee of the traveler's checka that are 

issued to that person, presumably at that time. 

COM. EJOTPBR: So per individual, number hand otter. 

MR. STOLTZ: On this on they got about five 208 

Then thebe is a total amount, which would be 

and five IOs, BO it was $150. 

@OM. POTTEX: There is a column that shows $150 or 

Show $60 or whatever. 

Bob, did you m t  to - - ?  

COM. THQElAs: Does any new calculation have to be 

made based on that rule? 

MR. STOLTZ: Based on that =le, we will need to 

go back through and run sane tapes to eane up with a figure. 

COM. THOMAS: S o r r y  guys. Would you like a 

motion? Would that help, Codesioners? 

MR. STOLTZ: I think we better clean it up. It's 

It will take us half an hour not terribly difficult to do. 

or so to do it. 

COM. POTTER: Bob? 

MR. COSTA: m e  question is concerning the amounts 

not on the log as well. Would the motion include - -  
COM. THO-: ~ O S @  undocumented. 

- - 
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MR. COSTA: Okay, that’s fine. 

COM. P O m R :  The $40.000 that is not explained, 1 

would consider undocumented. We’re talking the $120,000 

that we have been discussing, I think. 

COM. THOMAS: So, Mrs Chairman, 1 move that as to 

the traveler’s check section of the audit report, that we 

have the audit division recalculate the amounts based on 

whether or not OB a per transaction basis, the amount paid 

out exceeded the allowable petty cash amount. 

COM. POTTER: Do you have that motion, Madame 

Secretary? 

SECRBTARY: Yes. 

COM. POWER: Is that clear, audit division? 

MR. STOLTZ: Yes. 

COM. POTTER: Baaed on that discussion. Those in 

favor of the motion say aye. Those oppose&? 

[The motion was unanimoplsly approved.] 

Madame Secretary, the motion passes by a vote of 

six to zero. 

It having reached the witching hour, and Corn. 

Elliott having left us, as we had agreed she would do at 

noon, let us adjourn until 1:30 p-m-, and we will came back 

and hope we can proceed through the rest of chis. 

Whereupon the meeting was recessed for lunch at 

12:OO p.m., to reconvene at 1:30 p.m.1 

1.3020 
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Account ing  For A l l  Those P o l i t i c a l  D o l l a r s  

s y l i n e :  Fred  E a y l e s  
A s s o c i a t e d  P r e s s ,  08/03/92 

WASHIKGTON ( A P )  - I n  a w a r r e n  o f  p a r t i t i c n s  and  d e s k s ,  young men 
2nd wcmen i n  d r e s s - f o r - s u c c e s s  g a r b  s i t  q u i e t l y  by t h e i r  computers :  
r e c o r d i n g ,  q u a n t i f y i n g ,  a n a l y z i n g .  

Bush ' s  r e - e l e c t i c n  c a n p a i e n ,  keep ing  r ; e t i c u l o u s  t a b s  cn t h e  t i d a l  
s u r ~ e  o f  d o l l a r s  f l c w i n g  i n  and o u t  by ;be m i l l i o n s .  

o u t  under  ccrnplex f e d e r a l  r u l e s .  

ca.:.paicn c c z . n i t t c e ,  i - c lx6 iz .g  ::*<e C a l l - t i x e  l a x y e r s  end f o u r  
c c n p u t p r  s c e c i a l i s t s .  r i l l i o n s  of d o l l a r s  pour i n ;  z i l l i o n s  cjo c u t ,  
check t y  check ,  f c r  e x p e n s e s  l a z s e  a n d  $:.all, frCx 5106.63 t o  j a c k ' s  
~ a n o u s  2 e l i  t o  f e e d  h.:z;ry s t a f f  t o  $25 ,203  t o  Kabco I r o d u c t i o n s  f o r  
p r i n t i r . 9 .  

" s t r . : c t u r a l l y ,  i t  i s  v e r y  i t ~ o r t a n t  t o  a c a z p a i c n , "  s a y s  S t a n  
Xuckaky, t r e a s u r e r  f c r  fu sh -Qcay le .  " ~ ' C ? J  c a n ' t  e x z e c t  ;eople  I n  
v z r i c * i s  ~ z r t s  o f  t h e  c a r i ~ a i g a  t3 Se a c c c * i z t a a t s .  it can be a r e a l  
h e e d a c t e .  " 

E u t  t h e  i izportance of t h e  ---crk done by Suckaky ' s  5 e l p e r s  - a 
xe l l - sc ruk ,Sed  cjrcup o f  z o s t l y  r e c e 9 t  c c l l e c e  cjrz?duetes - d o e s n ' t  
7 . e c e s s a r i l y  bxy :-:uckahy i n s t a n t  p r e s t i g e .  :yes t e n d  t3 ? l a z e  ove r  

They a r e  a c c o u n t a n t s ,  p l y i n ?  t h e i r  button-down t r a d e  f o r  ? r e s i d e n t  

I t  i s  u i t h i n  t h i s  nexus  t h a t  c o n t r i b u t i o n s  and  expenses  a r e  s o r t e d  

i - o r t y - n i ~ e  ;eople work t o  k e e p  i t  all s t z a i s h t  f c r  t h e  Sush-Quayle - .  

. -:.en .- ?.e t e l l s  st :anGers ~ h a t  !-.e dces .  
. -  I I  ,. i2y x i r e  2r.d I s t i l l  l a u g h  a'rc.dt i t .  >..fter 1 3  y e a r s  she s t i l l  h a s  

a d i f f i c u l t  t iz .e  e x p l a i n i z g  wkat I d o , "  ?e s a i d .  
;.:bile t h e  t i t l e  of c c r T a i c n  a c c o r n t a x t  t c e s n ' t  c a r r y  t h e  same 

c a c h e t  a s  n o r e  v i s i b l e  c a z p a i c r i  p o s t s ,  t k e  .*ark i s  e s s e n t i a l .  .s, 
c y n i c a l  p u b l i c  and a *n*ary e l e c t i o n  ccz .x i s s ion  r e q u i r e  books be k e p t  
i n  b a l z z c e  even i n  t h e  f r e n z y  c f  a c o z s t a n t l y  c h a n g i n g  campaign. 
c e n o c r a t  B i l l  C l i n t o n ' s  campa icn ,  f o r  exzinple,  t c o k  i n  54.7 m i l l i c n  
in June and s p e n t  $4 .1  m i l l i o n  - and e v e r y  penny cf it m u s t  be 
a c c o u n t e d  f o r .  Indeed ,  t h e  c a r c a i g n  f a i t h f u l l y  r e p o r t e d ,  i t e m  by 
i t e n ,  t h a t  i t  hed s p e n t  e x a c t l y  $4 ,149 ,?96 .73  i n  zune .  

f i r n s  t h a t  s p e c i a l i z e  i n  h e l p i z g  c a n p a i c n s  n e c o t i a t e ' t h e  n i n e  f i e l d s  
o f  campaiqn l a x s .  

c o u n t s , "  s a i d  ? a t  Anderson ,  p r e s i d e n t  c f  l u b l i c  O f f i c e  Corp . ,  a 
wash ins ton -based  f i r a  h e l p i n g  i k e  Cli2tzn c ~ ~ p a i g n  i n d  s e v e r a l  S e n a t e  
c a n d i d a t e s  conply  w i t h  FZC r e c n l a t i c n s .  

All p r e s i d e n t i a l  c a n p a i g n s  ?..='.le accc:?ting C e y z r t z . e n t s ,  b u t  ncne  
B r e  a s  l a r g e  6 r  F r c f e s s i c n a l  2s t h e  Sush-Quzyle  c ; ;e ra t ion .  The 
C l i n t o n  campaign h a s  15 p e o p l e  a s s i c z e d  i o  t r a c k  t h e  aoney .  

Huckaby i s  a l e a d e r  i n  t h e  f i e l d .  :+e ran  f i r r a n c e s  f o r  Gush-Quayle 
i n  1986 and heads  an  A l e x a n d r i a ,  Q a . ,  f i r in  h a f i d l i n g  t h e  books  f o r  20 
d i f f e r e n t  House and S e n a t e  r a c e s  t h i s  season.  

The need f o r  d e t a i l e d  a c c c c n t i n g  h a s  sTawned a n-dnber of F r i v a t e  

" I t ' s  a huce  arn-zunt of  manecenent  x k e r e  e x p e r i e n c e  c l e a r l y  



  lev en years ago Euckaby was a CPA in Columbia, Tenn., when t.-.3 
congressional candidates asked for help complying with new federal 
election laws. 

accounting assignment. 

methodical way that the law was put together. It was very 
complicated . " 

He eventually sorted it out, developing systems and conputer 
pro9rans to ease the way through paperwork and regufat'ions:Ee h a s  
been in Washington ever since. 

"Originally n y  interest in it was mostly accounting, but it 
quickly became Pore politics," Euckaby said. 

X o t  all campaign financial officers cone from the accountants 
rcnks. n avid watkins, director of operations for the Clinton 
campaign, hzd en edvertising coapeny before he was tapped to watch 
the caripaicn's checkbook. 

"Given ry druthers I'd prcbaSly not do this ~sain," he said. "The 
jo!, can be crazy." 

Crezy, in part, because of the pace that m n e y  is received and 
spent. ht the tine cf ?acl Tsonqas' Sex Ear?.pshire victory, tail bags 
of contribcticas had to be stacked in corners to zvait processing; 
the Clintcn caxpaicn spent $ 4 . 5  nillion in the two veeks before Super 
Tuesday. 

The task is enocmws: Eush spent $26 nillicn during the primary 
canpaisn end Clintcn $28 r.illio2. 

"It K Z S  pretty difficult to keep treck of it all," h'ztkins said. 
Dut treck it the cer.?aicns must. The iederal Election Ccm.ission 

requires reticclous doc~aentation of ;.here the money cones f r o m  and 
sees to. 

The cez.-,ilicr.s fc l lcs :  the rules, cctivated by the carrot cf federal 
~atcbing f i s d s  an5 the stick of fines and possible prosecutions. 

" i t ' s  ectually tvo fobs, the norzal bookkeeping you would do for a 
ccrpany p l ~ s  all the requirements for reporting that are not 
Generated by norcal bcokkeeping," Euckahy said. 

ConsiCer the work required for each check 2onated to a cmpaign. 
To qualify f o r  feZeral matching funds, each donation must be 

checked against a list with tens of thousands of names to make sure 
the donor hasn't exceeded the $1,000 linit. The check is assigned a 
coee nuzber and photocopied twice. Docuxentation is included about 
the donor's address, profession and employer. 

paperwork is loeded into boxes once a nonth and trucked o ~ r  to the 
FEC office. There, inspectors take randoa saoples, looking for 
errors. 

legible, if it is on a corporate check, if it is out of alphabetical 
or numerical sequence. 

Huckaby took the job, discovering quickly it wzsn't.another 

"It was a disaster," he recalled. "There was 'no organized 

All this, s a y s  Euckaby, is checked at least three times befoie the 

A donation can be rejected for matching funds if it is not 

"Fifty OK 60 things can be done vrongl" Huckaby s a i d .  
Mistakes are costly. If the FEC finds 10 out of 100 checks it 

examines are in error, the campaign will be denied 10 percent of its 
matching funds request. with requests in the millions, each 

I 

-- Percentage point czrries significant pain. 
20002 - 

. 



I Huckaby s a i d  t h e  Bush campaisn  hovers  a round a 1 p e r c e n t  e r r o r  
r a t e .  f .nderson c la imed a s l i g h t l y  b e t t e r  p e r f o r m a n c e  f o r  t h e  C l i n t o n  
campaign. The s m a l l e r ,  more h a r r i e d  Tsongzs c a n p a i g n  had e r r o r  r a t e s  
of 4 p e r c e n t  to 5 p e r c e n t .  

T rzck ing  e x p e n s e s  i s  a n  even  t r i c k i e r  job.  
There  a r e  FEC r u l e s  on how t o  p r e s e n t  t h e  vo iuminous  l i s t s  of 

a c c o u n t s ;  t h e r e  a r e  FEC r e g u l a t i o n s  abou t  p r o p e r  expense  iterd's ( n o  
p a r k i n g  t i c k e t s ,  no C h i v a s  Regal  on roon s e r v i c e  t a b s ) .  And t h o s e  
expenses  run t h e  ganu t :  fron o f f i c e  s u p p l i e s  t o  c o n s u l t i n g  f e e s  t o  
p a y r o l l .  

J u s t  k e e p i n s  t r a c k  of b i l l s  z i l e d  up by s c o r e s  o f  CaEpaign 
o p e r a t i v e s  ;pe;ding a t  a h e c t i c ' p c e  c z n  6e  d a u n t i n g .  

i-:uckaby's c o r p o r a t e - s t y l e  o s e r a t f o n  i n c l u d e s  d e p u t y  d i r e c t o r s ,  
e s s i s t r n t  d e p u t y  d i r e c t c r s  and  r e c i o z a l  d e s k s  t h a t  keep  a c l o s e  eye  
cx s p e z d i n y  f o r  o t h e r  z e r t s  of tke  czrr;aicn. 

b x d c e t ,  -Le s i t  I c x n  ;.it5 i k e a  e-:ery t x o  c r  t h r e e  d a y s  and 5 0  o v e r  
t h i n c s  x i t h  the r i , "  h e  s a i 5 .  

' r ;a tkins  *-..ko q i v e s  t k e  f i ~ a l  a;; ;r tval .  

t h i s  i s  a l l  ;.e c a x  C D , "  ?.e saiC. "I t h x y k t  I ~ 2 s  u s u a l l y  p r e t t y  
p o s i t l y e  a b o u t  thincs, z - 2 ~  t h e y  s t z r t e c i  cal l5 . i .g  r.e 'Kr. Gloczi , " '  k.e 
s a i d .  

expexses  f o r  t h e  T s c ~ c a s  car..pzi;2 :hrcac:i r e g i c z a l  d e s k s .  But w i t h  
f e x e r  p e c p l e  i t  -<as o r c e - i z e d  c?.zcs. 

" A t  t i z . e s  i t  " a s  cver.kxeiz i : . -  to kee? t r z c k  cf a l l  t k e  d e t a i l s .  
Feo?le  *-.on15 5 0  out and s t z r t  c:eztir.g t k e i r  C - L ~  ca r , ?a i5zs  azd 
c h a r t e r  t h e i r  GX-I j e t s , "  k e  s a i d .  

any z c c o n n t z n t .  

f i n a n c i a l  j o b , "  Re s a i d .  "You te;.e t o  b e l i e v e  i n  t h e  c a n d i d a t e  y c u  
20 i t  for. A n i c e  a s i d e  is k h a t  you ' re  a b l e  t o  z a k e  a l i v i n g  a t  i t  
a s  v e l l . "  

"Ra the r  t h a n  t r y  to f c r c e  pec$e t o  >e E c c c n z t a n t s  end vatcf.1 t k e i r  

?he C l i n t o n  c a r , ? a i ~ n  z s e s  a c i n i l a r  sgsten, 5ut u l t i z < a t c l y  i t  is 

"I s a t  i n  a l l  t ke  plzzzing r r c e t i n c s  2zd ~ 2 s  c f t e n  t h e  one  * ~ h o  s a i d  
. .  

Other  c a z p a i g z s  I c a ' t  zun e s  s rco t f i .  ? a v i d  Co ldzan  t r i e d  t o  t r e c k  

. _ .  

io Ecckaby ,  t 5 e  j c S ,  x i t h  i t s  k,eadeckes azd e ~ o s ,  i s  n o t  f o r  j u s t  

"Ycu c a n ' t  S u s t  C;o t t i s  becacse  i t  is e n  i n t e r e s t i n g  E c c o u n t i 2 g  o r  
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This month t 1  features me U.8. Congressional Election 1 OD 

mIIMIM116ouI 
Greer. Margolis L IAilchell 
Washington. D.C. 
Media 
Democrat 

MlMBH B mlumx 
22 

MJMmmR 
Katanazoo. MI 

mlunpt 
B.A. ::om OSerlin in Govern- 
men1 and Conmunicalions. 
'It didn't seem very relevant at 
!he time.' 

cum w: 
Douolas Wilder (VA) 
Andrew Yoiing (GA) 
Howsrd VJolpe (MI) 
Wyche Fow!er (GA) 
Brock Adam (WA) 
Greenpeace 
Uniltd AuIo Workers 
Kodsk 

fAMIIITt UMPAlgl W 1s9p 
Ka:hleen Brown. 
Tressurer Cakfornia 

RDuIpPaMBL' 
'Oh Godl The !as1 lhree 
months of a campaign are ab- 
solu:ely solid.' 

rwiumIIyI :  
Deputy Comnunicalions Oi- 
redor I.!ondalelFerraro. AA 
for Rep. Wolpe, Campaign 
Manager - Wolw. 

rnrnS'rnrnWiBBt 
-I H*.% retur.ant ebout the 
partnership at first. Catqaign 
work makes )os a link shorl- 
sighted. but it's been !ernfical- 
ly exciting doing what you be- 
lieve in and walching the firm 
grow and expand.' 

IIIApIwrmA- 
Says wistfully. 'I wish." 

1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25, 
26. 
27. 
28. 
29. 
30. 
31. 
22. 
33. 
34. 
35. 
36. 
39. 
38. 
39. 
40. 
41. 
42. 
23. 
44. 
45. 
46. 
47. 
a. 
49. 
50. 

1.253.371 
1.120.719 
503.413 
414.315 
411.840 
379.818 
y8.473 
348.133 
335.547 
330.777 
359.392 
335.022 
278.190 
277,652 
223.033 
223.860 
215.375 

179.534 
178.052 
174.516 
Y61.153 
i50.421 
i45.915 
Y44,ErzO 

133,380 

128.090 
121.069 
1 i6.655 
: 12,625 
113.226 
11 1.010 
110.170 
110,104 
108,572 
106.265 
102.676 
102.659 
102.232 
101.986 
58.766 
S8,583 
$3.886 
82.L83 
C1.950 
€9,131 
67.792 
EA.301 

1 e 6 . 0 ~  

130.064 

e2.705 

USPS 
C O n E  MCCONNEL 6 0'8RlEN 
KARL ROVE 6 CO. 
AB DATA 
CAMPAIGN MANAGEMENT 
W W O R F  ASTORIA 
PM WSULT!NG 
EPPSTEINGROUP . 
MAMAIS h ASSOC. 
PERKINSGRWP 
MVERTISING CONSULTANTS 
PUBLIC OFFICE CORP. 
HARRY STEPHENS SVCS. 
COMPUTER OPERATIOSS 
S6S TELEMARKETING 
IRS 
KEMPER.ODELL AND ASSOC. 
ROBERT Gm31dAN AGENCY 
RNC 
USA DIRECT 
FOSTER 6 ASSOC. 
SAM PATE ABSOC. 
AILES COI.!I.%SICATIONS 
DSCOUNT FA?ER BROdERS 
PETERHARTRESEARCH 
PARRS FOR COWGRESS 90 
M E L W W  h LhLARUS 
CAMPAIGNS L ELECTIONS 
SOVRAN BANK 
DA\'lS CATERNG 
SOLITHVdEST PUBLISHING 
AMEX 
JOE PERIR ASSOC. 
GARY U ' R E N C E  6 ASSOC. 
CRANFORD. JOHNSON 
i3ESPONSE DYNAMICS 
8. KLEIN B ASSOC. 
ODELL.ROPER EL ASSOC. 
OUNl HOTEL 
STEVE GORDON 6 ASSM3. 
MYERS ASS% INC. 
BRIGHT BAVC SAVINGS 
HICKMAN. I.!!I.SLIN 
US WEST COMUUNICATONS 
JOHN FRhNZEN hWLTII.IEDIA 
MARKET OFI!:ION RESEARCH 
PEl l  MANhGEI.?ENT CORP 
HILTON 
BANKER'S TR'JST 
SOUIRE.ESKEW 

POSTAGE 
DIRECT MAIL 
DIRECT MAIL 
DIRECT MAIL 
F U h  SERVICE 
RECEPTION 
MAILING 
MEDIA 

MEDIA 
ADVERTISING 
DIRECT MAIL 
CATERING 
DIRECT MAIL 
TELE!*!ARKETING 
TAXES 
ADVERTISING 
MEDIA 
FUNDRAISING 
MAILING EXPENSE 
DIRECT Is!htL 
PRINTING 
MEDIA 
PRINTING 
POLLING 
TRhNSFER 
POLLING 
MAILING EXPENSES 
INTEREST 
CATERING 

TRAVEL 
ChldPAIGN RESEARCH 
CMSSULTANT 
DESIGN 
POSTAGE 
FUNDRAISER 
POSTAGE 
RECEPTION 
FUNDRAISER 
T E L E MA R K E T IN G 
TAXES 
POLLING 
PHONE 
MEDIA 
POLLING 
ADV~RTISING 
RECEPTION 

MEDIA 

' MRECT MAIL 

' POSTAGWRIIdTING 

TAXES\ 

The Campaign 100 reffecfs fhe disbursements made 
by the top 700 congressional campaigns. 

Puning togeiher the Campaign 100, like qualifying for the Li itself, is a long-term project. 7 
formation is compiled from the disbursements Bted in ;be financial disclosure reporls, fikd t, 
candidate, a1 t.?e FEC. This issue incfuGes all disbursements, olb1.000 or more, made to cc 

?ions from January to December. !989 by the lop 100 congressional campaigns Only. camj 
had to show at least SffJQ.000 worlh of disbursements in the year-end repoft Campaign I 
are no1 eligible for h e  Campaign 100. however CIN does indude campaign salary data lor I 

ca/ ana/ysis Special conpressional elec:ion information was not used. The Campaign 100 

T'6 pared under Me direction of ClN analyst John Machifa. m e  profi(es lha? a 
staff writers. .. 



October 3, 1991 

Fat Anderscn 
Public Office Corporztion 
911 2nd St., NE 
Washington, DC 20002 

Dear Pat: 

It was good to speak with you. 
on Thursday, October 10th at 11:OO. 

Now that Senator Gore's political intentions for 1992 are 
clear, Winston, Liza and I are very interested, on behalf of 
"Friends of hl Gore," in moving forvzrd with our database clean-up 
and upgrade progran. 

We have had nunerous neetings xith you tQ determine the nost 
efficient and cost effective way to achieve this end. While you 
end I have agreed to proceed with the de-duping project, we have 
not cade a decision about other espects of your proposal to clean- 
up and upgrade to Session 5. In fact, ue do not know how we will be 
billed for the ds-dnping project, zbsent a comnitrxznt on our part 
to undertake the cor.:plete upgrade proposal. 

The difficulty we have had with the proposal is the cost of 
Sl2,OOO or nore  for cleaning-up ar,d upgrading the now remaining 
63,0004 records. A s  I mentioned to you, we have sought the advice 
of a co-puter consultant, Thon Kennon, with The ISIS Group, to help 
us better understand the pricing o f  donor-base information systems. 

He has had experience Kith r rmy  vendors in the industry. We 
have a l s o  net h'ith nnnerous other vendors since last November and 
this past June and compiled coxperative service and pricing 
packages which we shared with Thon Kennon. In consultation with us 
and working with all the materials prepared by POC and the various 
other vendors with xhon we have net, he prepared a "review and 
recormendation €or a Friends of A1 Gore's donor base information 
systeiil," which he will forward to you early next week. 

We found his recomiendations constructive, particularly 
sections that pertain to cost analysis of system enhancement and 
upgrading. We are interested in reviewing his analysis with you 

W e  look forward to seeing you 

426 C Street. NE Washington, D.C. 20002 (202) 543-5930 Fax (202) .. 543-8508 
Paid lo1 Cy F w n d S  01 *I Gore 
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with him present. 
like you to provide us with separate cost break downs for: 

During our 1 1/2 hour meeting next week we would 

1) Clean-up 
2 )  Upgrading to Session 5 

This should be a brief meeting to resolve this issue only. 
Once we pass this hurdle, we can focus on larger data-base issues 
at a later date. 

Clearly, you have been very responsive in providing us with 
pricing information pertaining to praduction and day-to-day system 
nanagenent. We are now interestetl in thoroughly understanding the 
pricing of your system enhancerent and up-grade costs. 

lie agree vith Kennon's assessment that it is in our best 
interest to stay with POC, but ve would like to move forward in a 
way that again is nost effective and cost-efficient. We do 
appreciate a i l  the tine and effort you have put into this, but hope 
you understand the challenge we face in trying to nake a 
reconnendation to Senator Gore and his key advisors about 
proceeding with this project. 

Thank you for your patience and perseverance. On behalf of 
Liza and Winston, we look forward to neetinj with you and resolving 
this issue so that we can continue to enjoy an exceptional working 
relationship with you and Bill and your very capable staff for 
years to come. 

20006  
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(2.02) 2 7 4 0 7 1  

To : Debra F r i e d  Levin 

From: Thom Kenn 

Date: 1 0 / 7 / 9 1  (REVISED) 

Re: Review ii Recommendations - Donor Base I n f o r m a t i o n  Sy.5terr.S 
A f t e r  t n  e x t e n s i v e  review of y o u r  f i l e s  and documen ta t ion  i n d  
s e v e r a l  m e e t i n g s  wi th  you and  y o u r  s t a f f ,  we o f f e r  t h e  f o l l o w i n g  
recoc-zendat ions  f o r  I i o ~  best LO proceed  w i t h  f i m i n g  up t h e  
f o u n d i t i o n s  o f  t h e  i n f o r m a t i o n  sys tems suppor t ing  t h e  F r i e n d s  c f  
A I  Gore ' s d o n o r  managernent p rograzs  . 
The goal  is t o  ir;.plernent t h s r s  recorrmsndations working  c l o s e l y  
w i t h  t h e  c u r r e n t  s e r v i c e  b u r e a u  suppl ie r ,  P u b l i c  O f f i c e  
Corpor i t ion  (POC). 
chance  t o  r e v i e x  t h i s  docw,en:, a r iee t ing  w i t h  POC, Gore ana ISIS 
a n a l y s t s  c a n  be c a l l e d .  F r c n  t h i s  meet ing s h o u l d  f o l l o w  t k , c  pi-th 
toward an ex'en be t i e r  conpuzer  s u s ? o r t  env i ronmen t  fcr t h c  
F r i e n d s  of hl Gore ' s  f i l e .  

:.:e f e e l  t h a t  e f t e r  a l l  p a r t i e s  have  hed a 

I. H i s t o r i c a l  P e r s p e c t i v e  

To a c q u a i n t  o u r s e l v e s  w i t h  G o r e ' s  p a s t  and c u r r e n t  donor  sys tems,  
and t o  g e t  a f e e l  for t h e  Gore 1 POC working r e l a t i o n s h i p ,  ie 
rev iewed st?vera.l pounds of mean ingfu l  notes m e m o  t r a f f i c  , 
r e p o r t s ,  l i s t i n g s ,  u s e r  g u i d e s ,  p r o p o s a l s ,  p r o d u c t  l i t e r a t u r e ,  
e tc .  i n  order t o  I n  t h e s e  pages  can he found  t h e  k e r n e l  o f  o u r  
fo l lox ing  r e c o m i e n d a t i o n s .  Tha t  i s ,  it seems that any unmet, 
needs  or n a g g i n g  problems a re  l i k e l y  caused  by more by poor 
c o m i u n i c a t i o n s  r a t h e r  t h a n  s t ruc t c ra l  or  q u a l i t a t i v e  i n a d e q u a c i e s  
w i t h  t h e  POC sys tem.  

O u r  re-view of t h e  v a r i o u s  p r o p o s a l s  r e c e i v e d  f r o n i  o t h e r  service 
bureaus  leads u s  t o  recoxtoend t h a t  t h e  f i l e  s h o u l d  m o s t  l i k e l y  
remain where it i s .  T h i s  c o n c l u s i o n  i s  r e a c h e d  n o t  so much by 20007  
f a v o r a b l e  cos t  cornparison b u t  by less t a n g i b l e  b e n e f i t s  t o  be 
reaped by r e m a i n i n g  w i t h  POC. 

Our experience i n  t h e  i n d u s t r y  tells u s  that there are few 
computer  service s u p p l i e r s  w i t h  t h e  e x p e r i e n c e  a n d  savvy of  POC 
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i n  r e g a r d  t o  ma tch ing  f u n d s  and  o t h e r  FEC r e p o r t i n g  t e c h n i q u e s  
a n d  r e q u i r e m e n t s .  
s t r u c t u r e ,  u s e r  documen ta t ion  a n d  memos /p roposa l s ,  w e  o f f e r  t h e  
f o l l o w i n g  cements --- 

A f t e r  a de ta i led  r e v i e w  of t h e i r  p r i c i n g  

o l<ost pr ices  cre i n  l i n e  w i t h  i n d u s t r y  s t a n d a r d s .  Two 
areas, though,  seem s o n a x h a t  h i g h  --- t h e  cos t s  a s s o c i a t e d  
w i t h  g e n e r a t i n q  l a se r  l e t t e  ( 5 . 3 5 )  and  e n v e l o p s s  ($.20), 
a n d  t h e  c o s t  f o r  d a t a  e n t r y  ( u p x a r d s  of s.50 e a c h  f o r  most 
d i rec t  m a i l  s t a n d a r d  records) .*  

o The u s e r  d o c u m e n t a t i o n  we reviewed was somi.w.shat d a t e d .  
The more r e c e n t  d o c u m s n t a t i o n  on SESS looks v e r y  p romis ing  
b u t  t h e  V O ~ W ~ S  WE: had i s  more g e a r e d  t o  a m a r k e t i n g  r a t h e r  
t h a n  a user a p p l i c a t i o n .  

o Anong t h e  nan). l i s t i n g s  and r2pCIrt we rev iew&,  we didn't 
i d e n t i f y  any basic s t a t i s t i c a l  i n a l y s i s  r spa r t s ,  e . g .  d i r e c t  
mail r e t u r n s  s t a t s  by sewent or  l i s t  code. The powsrful  
report  writer of fers5  by SCSS w i l l  nasi l i k e l y  s=cormDdaze 
t h e s e  neecis. I n  f a c t ,  y o u r  s t a f f  s h o u l d  a g g r e s s i v s l y  pu r sue  
t r a i n i n g  exposuze  t o  t h e  ne:: r e p z t  writer ss  s o s n  as 
poss ib l e .  

k good stst  r e p o r t  i n c l u d e s  coluii.ns f o r  --- t h e  segment 
nane  and  c o d e ,  t o t a l  pieces mailed,  n ~ b e r  o f  r e s p o n s e s ,  
t o t a l  g i f t s ,  a v e r e g s  g i f t ,  perter?..; r e s p o n s e ,  c o s t  per 
t h o u s a n d  end n e t  per t h o u s a n d .  

o I n  g e n e r t l ,  5;s recorzsnd t h h t  C - C I ~ E  K2grtids t o  SES5 is 
s o o n  es  p o s s i b l e ,  ir. co- junczio?.  ~ i ~ h  c l e a n i n g  i n d  a2dupir.g 
t h e  m a s t e r  f i l e .  

*The piece r a t e s  n o t e d  h e r e  were t a k e n  fros e g e n e r a l  cost  s h e e t  
i n c l u d e d  i n  s0n.e of t h e  POC material  k-2 r e v i e u e d .  T h e i r  pr ice  t o  
Gore may a l r e a d y  be less. 

11. F!astez F i l e  Cleanu_o 2-5 Versi.on Upqraae 

The K h r u s t  of t h e  c u r r e r . t  e f f o r t  s h o u l d  be d r i v e n  by t h e  hunger  
for c r e a t i n g  e l e a  and  p r o f i t a b l e  d o n s r  ( a n d  c o n m u n i c a t i o n s )  
data base. All s o l u t i o n s  - b o t h  s h o r t  2nd l o n g  te.m - must  ?set 
a n d  pass t h s  test  of c o s t - e f f e c t i v e n e s s .  

T o w a r d s  t h s s e  e n d s ,  w a  recommend t h e  f o l l o w i n g  s tep  be i n i t i a t e d  
immediately --- 

o A possible dupe  l i s t i n g  s h o u l d  be g e n e r a t e d  and rev iewed 
by s e n i o r  s t a f f  a t  F r i e n d s  o f  A1 G o r e .  
s t a n d a r d  t h r o u g h o u t  t h e  i n d u s t r y .  
records which c o n t a i n  enough s imi l a r i t y  i n  t h e i r  l a s t  name, 
f i rs t  name, and  Z I P  f i e l d s  t o  be considered possible 
d u p l i c a t e s .  

T h i s  r e p o r t  i s  
I t  selects and  g r o u p s  

2000!3 - 
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The report is reviewed and processed and all necessary 
master file maintenance is performed. 

-l 

The costs zissociated Fith performing this task should breakdown 
into three easily quantifiable groups --- 

o production output (generating possible dupe galley) 

o file maintenance hours (both reviewing galleys and 
affecting changes/deletions to the master file) 

o programming costs for writing and running the spin-off 
procedures. 

You can expect costs f o r  the first area to be on a per 
thousand basis (most service bureaus charge for records 
passed, selected and sorted). 

Costs foi file maintenance can be controlled by having your 
in-house sraff do the majority if not all of the review and 
updating. 

Kost service bureaus will have in place the necessary 
routines to run a possible dupe Listing. In the event POC 
doesn't already have a routine in their program library, 
such a proqram shouldn't entail more than 4 or 5 hours of 
progra?.!ning. The costs far writing and running custom 
routines varies from service bureau to service bureau, but 
generally run about $50 - $60 per hour  

IiI. Uporading to POC's SZS5 Releese 

Kuch of the hdvance info we read about the SESS upgrade seeins 
very exciting. System application software such as POC's goes 
through many invaluable iterations as they respond to customer 
needs, feedback and requests for enhancements. 

The main areas which Gore stands to benefit from by moving up to 
t h e  new software release are --- 

o 

o more advanced donor management techniques and utilities 

nore advanced report writing utilities 
l 

( e . g .  householding records, dynamic dupe 
identification) 

documentation 28009 o access to more complete, relevant and up-to-date user 

o access to more relevant and targeted user training C 
support fox Gore staff 

i 
In most cases, service bureaus make these sorts of system 
application upgrades available in a 'transparent' way to the - 
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client, as regards additional costs for conversion and such. 
Thus, we're unclear as to the costs POC notes for upgrading your 
current donor file to their new system version. 

We can see, however, that there might be some additional costs 
associated with training users on the new version, and recommsna 
that reasonable upgrade fees associated with retraining be paid 
to POC. 

IV. Wats & Bolts System Specifics 

\<i. reconxend that the concrete steps taken to fortify the Gore 
donor management progrm include a specific review of your needs 
in the following areas --- 

o Day-to-day operations . . .  It should be determined ho;: 
much of the daily processing tasks (cashiering, data entry, 
acknorslecic;;.ient production, output selection and generation, 
etc) will br3 performed by inhouse 'vs. POC staff. 

Considerable savings might be realized by taking on more 
of the der? entry and lascr output h'ork inhouse. B u t  you 
don't wiint to get bo~ged d o m  constantly retraining 
volunteers, interns o r  temporary staff. Thus, SES5's 
inherent ease of use end clear user documentation are two 
very impartent factors  when considering taking on more 
inhouse processing duties. 

o Standerd Outputs ... Poi: should assist Gore with 
creating t stable of standnrd outputs, rslevant to Gore's 
ongoing pro5rax1 and infornatioa needs. Tnese should inclucs 
z weakly stat report by segxznt/list code; counts by donor 
code; bezch reconciliation reports, etc. 

In addition, the procedures for selecting and grouping 
output se,ipents by giving history variables (highest g i f t ,  
date of lest gift, etc.) and the capebility of assigning 
them unique ssgment/source codes should be 
ins t it u t i o n a 1 i z ed . 
o Revie;: PAC data files . . . Obviously, all clean-up 
efforts for ths rmin donor files should include similar 
treatnint of the PAC data files. We're unclear how this 
donor base has been used in the past, so specific 
reconmendations unique t o  its use cannot be made at t h i s  
time. 

o Hi-dollar fundraising track . . .  Undoubtedly, the future 
of direct response fundraising for candidates is in 
soliciting hi-dollar donors. 
laser, three-way match outputs and such. It also means 
employing more sophisticated techniques when segmenting, 
testing, and analyzing the donor file and response rates. 

This means snore personalized, 

20010 
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o Valid.Code Table ... Once the table of valid codes is 
trimmed and re-estalished, let's investigate POC's ability 
to provide two handy data entry features --- 

--- pop-up 'help' display of codes and descriptions 

--- entry level validation, where only valid codes may 
be entered. (This feature most likely already 
exists. ) 

o Training, Documentation, Help Screens .'.. One of  the 
premier areas of concern is that everyone from senior staff 
to interns and volunteers have access to up-to-date user 
documentation. As mentioned above, system knowledge and 
facility must become institutionalized to prevent the all- 
too-prevalent scenario of one person being the inhouse 
specialist ... and when they leave, no one else has the 
foggiest idea of how to process. 

P-dditionally, having 'hotline' access to analysts at POC or 
even on-line help screens within the application will go a 
long way to increasing the level of user sophistication 
necessary to decrease ongoing costs accrued through wasted 
time, rerunning outputs, low integrity data updating to the 
system etc. 

o Informition tools ... Gore's ability to raise money and 
connunicate with the individuals on the data base  turns on 
the quality of the tools at their disposal. It appears that 
POC has the solution for 90 percent of their current needs 
and desires. Let's look to demonstrate the po;ier and 
accessibility of the data by taking a look at the ways in 
which POC can offer it in its most potent from --- as usable 
information. (See, a lso ,  above under "Standard Outputs".) 

This means providing easy and informed access to --- 
- stat reports with custom range selection 

- upgrade/downgrade reports 

- conversion of selected info from the master file 
into a spreadsheet or data base environment for' PC 
'I mass a qi nq " . 

We hope the above can serve to initiate a process that will lead 
to a cost-effective solution to your current needs. 
the opportunity to meet with you and discuss the above in 
conjunction with 
implementation. 

cc: Pat Anderson, POC 

we'd welcome 2 0 0 1  
it to POC for discussion and 

W 

- 3 
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DATE : April 2 3 r  1987 
TO : FF 
FROM : ART AND KATHY 
RE : COMPUTER SYSTEM 

M E M O R A N D U M  

Floyd, time is running out and w e  have to mak@.a decision on 
what we're going to do in this area. We strongly recommend 
that we stay with POC and use option 2 to start with for the 
following obvious reasons. 

pOC is a known quantity. %e know that they are reliable; they 
have never failed us. They know us and our working 
relationship has alsays been comfortable and productive. 

We think we shoal2 let them do ihe tracking of'contributions 
and expenditures at the fee o f  $3.00 per check. This includes 
entering the recorC, checking for dupe, checking for "naxed 
o u t " ,  checking f o r  maximizing matching funds, computer-driven 
deposit report, ge~eration of thank you letter, sign and rail, 
and prepare related PEC reports as required, in&luding matching 
funds 

is'e have to think in the long-term and the post-1988 Senate era, 
if there is one, a5 we will be responsible for it. It mkes no 
sense to get into the data conversion and prograziming business. 
This always proves to be an expensive nightmare. We know this 
from our experience with the 1984 campaign files. We also know 
how expensive it was to "clean up" this file, in terms of 
returned contributions, legal fees and computer charges. 

We also have to think about the Christmas cards. After two 
years, we now have a system down pat, where we know exactly 
whzt we're Boizg an2 whzt bzs to hr= done. We think it ne'res no 
sense at all to change our mode of operation at this point. 
Dealing with this nany cards is hard enough, without making it 
any harder on ourselves. 

If this data going into an unknown system is not controlled 
from the beginning of entry, we're setting ourselves up fcr 
failure. We have to look at the post-1988 files and the 1990 
election. A t  that time, there w i l l  be na time to spare with 

. .  ) 

! 

conversion of this file again. 2001 
Chris Dunn (from an PZC and legal standpoint), Bob and Skip 
agree with us that this is the best approach. Bob told me that 
the one place not to skimp is with naintenance of our data 

We t h i n k  the reasons stated above are obvious and compelling 

I records.  
.I e 

ones fof retaining POC. I *. 
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M E M O R A N D U M  

DATE : August 27, 1987 

TO : PAUL SIMON cc: Brian Eunde 

FROM : ART GRELES 

RE: CAMPAIGN COMPUTER SITUATION 

Paul, as you know, there has been a great deal of confusion and 
several problems with the computer situation at the canpaign. 
We are now in a situation that is pretty much Out of control. 
The reason is that there is no centralization of our datafiles. 

On April 23, I was asked to put forth a recommendation on what 
we should do in this area for the campaign. 1 did. (See the 
attached meno.) I thought this was the best and most trouSle- 
free systen. 1 still strongly believe that. However, for 
reasons which I still do not agree, my recomendation was not 
taken. A s  it turned out, all of my fears have been proven and 
have cone to reality. We aust now do everything we can to 
extricate ourselves fron this difficult position. 

Presently, CDSI is recording all contribution information and 
producing our FEC reports. Secausc? of the fact that they have 
done a less than adequate job of producing thank you letters, 
and the fact that the infornation was inaccurate, we decided to 
have Public Office Corporation (POC) read tapes from CDSI to 
run the thank you letters. Their quality is far superior. 

The central difficulty still remains. We are now faced with 
the reality that there is no central place for the records. It 
has been proposed to run a Si-weekly tape from CDSI and "nerge- 
purge" it for duplicates and updating at POC. As P pointed out 
on April 23, this will prove to be an expensive nightinare. We 
ought to have a systen in place where the entire history of the 
contiibutor is in one place and should be available to be seen 
at once. Because we have seen that CDSI duplicate records 
still renain, we can never be sure that the conversion program 
would catch all of these errors. i 

It was charged th'at POC "botched up" the 1984 Glenn canpaign. 
This i s  not true. In fact, the Glenn campaign, under POC's 

:f 
iz 

management had the highest percentage of FEC matchable funds in 
1984. Even with the huge debt that was left in that caiapaiqn, 200.13 - -  
Public Office Corp. was-paid in f v l l .  POC did not do th; - 
expenditures, where the Glenn campaign did have trouble. 

We've been doing business with POC for the last two and one 
half years, They successfully converted all of o u r  1984 
campaign records into a system that is now useable and has 

- 
.. 
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integrity. POC is a known quantity; their record for accuracy is second to.none. F 
1 

There is also the question of the Christnas cards. POC managed 
our Christnas card project last year and came through without a 
hitch. We finally have this aspect of OUT organization under 
control and it makes no sense to tamper with it now. If, in 
fact, the file is not merged, and is not stored in a central 
location, we will have countless duplicates. I know how you 
feel about that and we just should not let that happen. It 
won't, if we establish a policy that makes sense. 

We are also asking P8C to develop a progrzm to computerize the 
delegate selection and tracking process. It makes infinitely 
xore sense to heve these files stored with the same vendor -- 
this will minimize the possibility of duplicates. 

We have to be prepared on all fronts. If it turns out that 
you will face reelection in 1990, the job will be made much 
more difficult if we have the kin3 of mess that we inherited 
from the 1984 canpign. It took us two year6 to clean up that 
file at a cost in excess of $100,000 because it was never 
maintained properly or with adequate supervision, This figure 
does not even include the FEC legal fees which resulted froa 
overnaxed contributors. Our present course leads us to the 
inpossible situation of dealing with a datafile that is 
COSSThNTLY US'DER CONSTRUCTIOS. From a data processing 
standpoint, this nakes no sense at all. k'e should make sure 
that kind of scenario will not happen again. 

There is the cuestion of cost, of course. Based on the July 21 
invoice fros CDSI, we came up with a charge of $3.07 per item. 
(Ser attachment for breakdown). CDSI's er.tire method for 
calculating charges includes correcting tl-.eir own mistakes. We 
know that POC will charge a flat $3.00 per item -- LESS than 
what CDSI is charging us for this wark. This will include 
maintaining all the contribution information -- from the entry 
of the contribution to the production of the thank you letter 
to the production of the FEC report. (See attachment). POC has 
now offered to give us a flat 20% discount on all maierial and 
labor. 

h%ile the accounting department has some concerns about thd 
conversion, our "big picture" outlook for you, in ny opinion, 
outweigh them. Whenever you deal with conversions, it is 
asking for trouble. Unnecessary trouble is something you nor 
this campaign need. I've been in this business for 13 years 
and see nothing but trouble down the pike unless we take action 
now. Paul, I strongly feel that the way this has been going 
does not serve you well. 
mission to see to it that you get it. 

You deserve the best and it my 

i 

f 
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21001-17/A Opinion of FW2 Gakeral Counsel Lawrence Noble on auditors' f d g s  re CPC 
- Mote bottom page 158, FEC GC staped chat the CPC "contends W tke 
redesignations were prfomed by mistake by a former vendor. " 

2I018-21031E3 Opinion of Lawreace Noble re auditors findings for ClintodGore '92 

2 1032-39lC 

21040-60ID 

2 1Ogl&62/E 

21063/F 

2 106.1-66/G 
21067&68 
2 1069&70 
2 1071 &72 
21073 
21074&75 

21076&77IAA 

21073-87BB 

Republican Commissioners: Statement of Reasons for their audit vote 

FlEc general counsel's opinion E MUR 4192 
- Note on page 16, reasoll to believe Clinton Primary Committee submitted inaccurate 
financial statements FEC in violatisn of 11  CFR 104.1qd) and 9034.5(a) 
- Note on page. 18, m n  to believe Clinton pairnary Committee uansferred 
primary assets to Compliiance fund while CPC still W debts. in 
violation of 11  CFR 9003.3(a)(1) 
Republican Commissioners: Statement of Reasons for their MUR 4192 vote 

Political commentator pe Rwident Clinton's 1992 campaign 

Politid commentator: baing the Treasury 
Political cammentator: Arbitmy & Capricious 
Political commentator: FEC audit basis for complaint 
Political commentator: FEC Dems mn intedemm for Clinton 
'political commentator: Clinton I19961 campaign disclosurr: falls short 
Political mmmenmor: FEC's fdurr: to denrand $1.4 million 

Democraaic Commissioners: Statement of ns for their audit vote 

Democratic Commissioners: Statement of ns for their MUR 4192 vote 
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rsmorandum.~/ 
coramsnts, p h a s e  contact Petor 6.  BluPrbcrg, the lead attorney 
assigned to this audit. 

If. PT~IeATION OP REPONDS AND mBiWBB [XX.D.) 

If you have any questions concerning our 

The proposed report raiser the issue af whether the Pscirary 
Comaittee is required to itemize refunds and rebates M d e  by 
various entities to its krrvel agent, worldwide Travel, Inc. 
("Worldwide"). The Primary Committee argues that it was not 
required to do 80,  and cites hdviaory Opinion ("AO-) 1983-25 as 
rupport *for it6 position. The proposed report, however, 

that A0 1983-25 cannot be extended to non-media Vendors. 
, concludc~s that A0 1983-25 is not relevant, and further states 

83-25, the Corrission found that a committee ray 
*ents to media consultants as expenditures, and 
by aediia consultants to other peraon6, which are 
purcbqe services or products used in connection 
ultanto* contract, need not be separately reported. 

Th"cOmmi66ion notad the following factors as significant in 
making thicgdete+nation: (1) the consultants had a legal 
existence that wa fsepar~~te and distinct from the co~imittee'o 

sonsultantrI principals bid not hold any 
comtm bpi ,qtaff itionst ( 3 )  the committee was conducting 
arms-lcngh negotiations with the consultants that resulted in a 

their "full efforts" to the contract with the Coamafttee, and the 
consultants expscted to hove other redia contracts with other 
co+fttcps an@ business entities during the campaign period; and 
( 5 1  the committee had ne interest in the consultants' other 
contracts. 

'& diragree with the proposed report*s concluoion that A0 
1983-25 is not relevant to itemizations made by Worldwide, and 
cannot be extended to non-media vendors. To the contrary, we 
bclieve that A8 1983-25 is relevant to determine whether the 
Primary Committee is required t o  report refunds and rebates for 
travel expenditures. a0 1913-25 containr no languags liritlng 
its scope solely eo media vendors, and A0 1983-75 factors have 
been applied by the Comircion to determine the legitimacy of a 
non-redia business vender. Bee A0 1994-25. As such, we believe 
that A 0  1983-25 .4llows the Primary Committee, rubjuct to the 
above-stated factorsI to contract with non-redia vendors to 
perform campaign activities without requiring the Primary 
Committee to itemize and report vendor payments from 
third-party sources. 

' O + S  t ions;  ( 2 )  t 

formal cont \ act; ( 4 )  the consultants were not required to devote 

' 

1/ We recommend that the Commission CoRSider this document in 
open session since the discussion is not exempt from disclosure 
under the Com~~itcion's Sunshine Regulations. lI C.F.R. $ 2.4. 
Parenthetical references are to the placement of the finding6 in 

.. the proposed report. 

2 6 0 0 z  
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Notwithstanding the applicability o f  A0 1983-25 to the 
Primary Committee, we note that the Primary Cormittee re6pon6e 
states that it satisfied the reporting obligations of A 0  1983-25 
without including supporting documentation. We believe, 
however, that i f  ruch docurentation in provided, the Primary 
Conmittee ray be able to satisfy the above-rtsted bsctorr. 

XIX. BxTEsSIcmB or XT BY co CXAL Rs (XX.k? . )Z /  

The grogorod report addraosec the Primary Coruaittee*c 
payments totaling $296,355 to 1 4  individuals, organizations, and 
corporations. Some of these payments appear to Bs CQntribUtiQnC 
under If C.F.R.  S I00.7(a)(1).3/ The Srsue %r whether the 
Primary Cormittea has demon8trhtad that the transactions 
followed the dictates of 11 C.F.R. SO 116.3 or %14.9# snd, 
therefore, are exempt from the "contributiong definition. - See 
11 C.F.R. 0 100.7(a)(l). Due to the type of transaction, come 
of the expenses fall within the ambit o f  11 C.F.R. S 116.3, 
while others fall under 11 C.F.R. 5 118.9. Pursuant to 
11 C.?.R. S 1116.3# an incorporated and unincorporated commercial 
vendor may extend credit to a political comaittee and the Credit 
will not be considered a contribution i f  it is provided i n  the 
ordinary eourse of business. Bowever, the focus of 11 C.F.R. 
$ 114.9 is on the use o f  corporate and labor facilities in 
connection with a Podarral election and whether a reimbursement 
is made within a coamercially reasonable tire for the normal and 
usual rental charge. 

We concur with the report's analysis o f  the transaction 
involving Thadet because the rervicst provided appear to qualify 
as exempt volunteer servicer pursuant to 11 C.F.R. 
S 100.7(b)(%). We conclude that the transaction involving 
Occidental Petroleum should be analyzed under 114.9 bsceure B 
corporate executive used the corporationes faCi1ith?t for 
Individual volunteer activitiet in connection with a Federal 
election. We believe that the transactisnr involving moxark 
Productions, Walter Kyle, Mevnark and Company Real Estate, Xnc., 

- 2 /  to 'Contributions, Extensions of Credit by Commercial 
Vendors, and Use ob Corporate Facilities," because this 
section involves all three apeas. 

- %/ 
Phelps discurrion on page 18 by removing any references about 
the $90 bill because it is of QO l egal  significance. 

We suggest that you change this heading in your report 

We recommend that you ravire your report in the nanatt 

2 1 0 0 3  
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The Butherland Company, Sun Building ~seociate6,4/ and TAC Air 
ahould be analyzed under section 116.3 because tKase entities 
are 'coPLpLercia1 vendoro' that provided goods and msrvicer. 
11 C.F.R. OS 116.3(a)-(b) and 116.1(c).2/ 

sowever, we believe that the Prisary Comiaitt@e her failed 
to grove th@t it complied with section 116.3(c) or 114.9. The 
affidavitc provided by the individuals, organizations and 
corporationr insufficiently address whether the dictates o f  the 
Corair~ion~t regulations were followed. fn many cases, the 
afftdcvits explain in general terms that the vendors followed 
the ir  @etabli6hsd procedures and past practice in approving the 
extension of credit. Neverthele+s, the venilorc have not 
provided the underlying doeusrents to support their cl8ias. 

%%&~vito, the-vendors etate that their terms with the Primary 
Committee were substantially riellor to extensions of credit to 
nonpolitical debtor6 that are ob dimilar risk and size o€ 
obligation, but failed to give specific examples of those 
Bebtozs, as recommended in the interim report. See, # 

e, Primary Committee Response, Exhibit 7. Xn other 

Primary Committee Response, Exhibit 15.6/ - Zn s t G  avitc, 

- 4/ We recowend that you revise you report in the Sun 
Building Associates dfsculssion on pa9 28 by changing the 
words "requiraeent(s)" to "consideration(e)" in accordance 
with the language of 11 C.F.R. 5 116.3(c). 

- 5/ We conclude that the American Federation of Teachers, 
Democratic Party of Arkansas, Goldman SaChls and Company, 
Bellring Lindeman Goldstein and Siegal, Hanatt, Phelps, 
Phillips 6 Rantor, and O'Keefe ArRendsn Lyons c ward cannot 
be analyzed under section 116.3. There entities do not 
8ppear to be "commercial v@ndors* because the cervices that 
they provided are not the sort of services that they provide 
in their "usual and normal business: 11 C.F.R. L 116.1(c). 
These tranrectione cannot bc analyzed under Section 114.9, 
because these entitior are not "corpot8tionsa or alabor 
organizations: See 11 C.F.R. S 11ff.9. The American 
Federation of Fea=r,s transaction cannot be anelyz.ed under 
section 114.3, because the use of the labor organiestion*o 
facility is not involved. 

- 6/ In contrast, the propore6 Final Audit Report for 
Clinton/Gore ' 9 2  General Election Co ittee (the mGeneral 
Committee") idcntifies an apparent prohibited contribution 
from Chambere hssociates. In response to the Xntcria Audit 
Report, the General Committee submitted a detailed affidavit 
from Chamber6 Associates that nares other clients with the 
came billing arrangement as the General Co 
addition, the vendor provided copies of itc balance sheets 
and accounts receivable schedules to document the information 
contained in the afbidavit. The proposed Final Audit Report 
states that the General Committee has demonrtrated that this 

Page 146, A p p h  12/27/94 
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the vendors state that they followed usual and normal practice 
in the vendors* trade or indurtoy by billing a t  the end of the 
project. However, the vendors fail to provide the underlying 
documents t o  support these claims or the names of other 
customers. 
However, we note t at some of the credit sxtcnsions dnvolve 
relatively small amounts of money vrnd the period of credit 
extension is not particularly long, 80 we believe that the Audit 
Division could recommend no further ection in those situations. 

JV. APP- NMo-QrutXPXRD 

primary Committee Response, Exhibit 16. =* w* 

The proposed report recommends that the Commission 
aakc an initial determination that the Primary CO ittea repay 
$106,453 to the. United States Treasury for nonqualified campaign 
expenses. These expenses include disbur6ementc for legal and 
professional vork, employee bonusesg duplicate payments to 
various vendors, lost equipment and traveler's checks.l/ - 

We concur with the Audit Divfcion'e conclusion that $37,500 
paid to Rathlyn Graver Elserow Agent was not a qualified campaign 
expense. The Primary Committee submitted a canceled check with 
the notation *settlement.* Given that the word *settlementa did 
not d i S C l O S a ?  the "purpoee" of the disbursement as defined by 11 
C.FgR.  5 9033.11(b)(3), the Audit Division rceoriimended that the 
Primary Coastittee prlbvide aore dosurn~ntation. ~ h c  Primary 
Comaittee then provided a letter from the Committee's general 
counsel, who etated that 'the payment wac nede pursuant to a 
consulting arrangement with a former employee of the Committee, 
and the r@larted agreement is subject to a confidentiality 
provision.' The Primary Committee raqueat6 that the letter not 
be subject to pubic disclosure under the i?'reedoap of Information 
Act. If the letter i6 Subject t0 di6ClOSur@, the Primary 
Cornittee requests that the letter be returned. 

(Footnote 6 continued from previous page) 
billing d i d  not constitute an extension of credit. 

- 7/ 
uncollected duplicate payments are not qualified campaign 
expenses. Bowever, we recommend that you place all the 
uncollectible duplicate payments on the Primary Couunittee's 
Statement of Net Outstanding Campaign Obligations ("WOCO 
Statement") as an accounts receivable. This will ensure that 
any efforts made by the Committee to collect the duplicate portion 
of the payment will be consistent with the ef forts  deemed 
sufficient to conclude that the duplicate payment expenses are 
qualified campaign expenser. Corn are I1 C . F . R .  5 9834.5(d)  

receivable) - with 11 C.P.R. L 9033.11 (documentation requirements 
relating to proving disbursements are puslffied campaign 
expenses). 

We also generally concur with the report*s conclusions that 

(documentation requiremntc re rf-- at ng to collectibility of sccounts 

. .  
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In the coves DeOPOrandum, you ask whether the Coii1miS8iOn 
will be able to honor the attorneyer request to keep hi6 letter 
from public disclosure. You also a6k whether the letter may be 
referred to in the rima1 Audit Report. 'Phis Qfficc believes 
that becauee of the Presdoln of Information Act's strong 
presumption in favor of disclosure,$/ the Co 
required to disclose the letter i f  Tt were in our possession as 
part of the Final Audit. Report. Although part ies  t o  0 
"settleaent" can agree to keep matters @confidential," 
information used as o basis for audit findings may be subject to 
dirclosure. & 11 C.I.R. L 9038.1(e1.9/ W e  believe that the 
Primary Colamittee*s initial decision to-enter into such a 
settleacnt agreement placed ti legal impediment on its burden of 
proving that the disbursement was a qualified campaign expense. 
I See 11 C.F.R. LS 9033.1(8)(1)-(2). Thus, the Primary CoPrnittee 
may not be able to demonstrate that a aeettlesrento is a 
'purchase' of 'good6 or services." 11 C.F.R. 
fi 9033.11(b)(3)(11). The letter is and the underlying 
documentation are essential to deteraine whether the expenditure 
was a qualified campaign sxpenre.E/ I f  the Primary Cornittee 
persiotc in its claim that this transaction constitutes a 
qualified campaign expense, the audit and repayment process 
require that the expense be verified and disclosed afi such. 11 
C . F . R .  L 9038.1(~)(19. If the letter cannot be used in the 
audit procee6, the Primary Committee will be required to make a 
pro rata repayment for the expenditure.ll/ In accordance with 

irsion would be 

B/ See encrall United States Dept. of State v. Ray, 502 
U.S. m, (1 %3-? 1 (Court statee: '[The] burden semainr with the 
- 
agency when it seeks to justify the redaction of identifying 
information in a particular document as well as when it reeks 
to withhold an entire document.m). 

9/ See encrall ~ e c o n  v. Secretary o f  Air Porce, 705 - w. Ohio 1991) ( settlement terms €or a r.  supp. - 
retaliatory discharge suit can be Rapt confidential if the, 
parties agree to do so) ,  a f f ' d  7 P.3d 232 (6th Cir.  1993). 

- 1Q/ The POIA s@ction 552(b)(7)(C) exemption cited by the 
attorney is clearly Inapplicable because his letter wafi 
generated in an administrativer rather than in a law 
enforcement, context. let 5 U.S.C. $ 552(b)(Y)(C). Because 
we do not pooneos the actual settlement agreemmt, we are 
unable to determine for ourselves whether the "privacym 
exemptions of 5 U.S.C. L 552(b)(6), el60 cited by the 
attornev, would be slmdicabre to the aarecmcnt and to the * *  
attornejt; s letter. 
State v. Washington 

I 1l/ Although the Primery Comaittee may choose to make t h e  pro 
rata repayment for the expenditure, this does not abrogate its 
obligation to "furnish to the Co ission all documentation 
relating to dirburoemente and receipts e w  11 C.F.R. li 9033.1. 

: 21006 
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these conclusiona we recommend that you (1) return the letter to 
the Committee*r counsel and return any 
copies, and ( 2 )  remove from your report all specific references 
to the agreement's substance.l2/ - 

The propored report also addresses $237,150 paid by the 
Primary Colaolittee in employee bonuses. The Audit Division has 
concluded that the Primary Conmiittee has provided oufficiant 
8ocwentation on o $87,500 bonus to Carville and Begala, beceuse 
this payment. waa paid subject to an employmemt contract. 
Bovcver, the Audit Division treats the remaining bonusesI 
totaling $156,250, as nonpalified campaign expenses. We concur 
with the Audit Qivisionfs comcluaionr with regard to all the 
bonuses, except €or the papent to Amy Zisook. 

agreement between the PriPPaSy Committee and Amy Zirook b 
Arrociater, rnc. zn an affidavit, Ziaook states that rhc 
rubritted an unsigned written agreement to the Primary Committee 
in February 1992. Zirook, who provided the auditors w i t h  a copy 
of the ngresment, states that it accurately reflected her verbal 
agreement w i t h  the Primary Committee regarding payment of 
profeseionsl fees including the St5,QOO bonus papent.l3/ 
Because the Primary comittee paid her the profesrionarfees in 
accordance with the written agreement, an employment contract 
appears to have existed between the two parties. Although the 
Audit Division and tar. Bisook characterize the $25,000 payment 
as 8 mbonus,m the contract suggests that t h e  papent war part of 
her professional fee for services rendered. Therefore, we 
believe the Amy Zisook papent should be treated as a qualified 
campaign expenre. Thus, we toneommend that you ravkre pour 
report in accordance w i t h  this conclusion. 

Finally, the proposed report concludes that the Primary 
Committee has not demonstrated that the papentr for loot and 
stolen equipment are pualificd campaign expenses. 
equipment includes a stolen fax machine valued at $1,207 and 

(LRA #449/AR 094-11) 

Amy Zisook*e $25,000 payment is included in an employrant 

~ h i r  

12/ We also recotamend that you revise the heading far  this 
G s u e  to read 'Kathlyn Graves Escrow Papenem because an 
*attorney-client privilege" issue is not involved here. 

13/ The fact that Zisook's agreement is unsigned is not 
=terminative of whether an obligation existed. See 

indicate her assent t o  it6 terms and becaras hound by its 
provisions even though she has not signed it). 

- 
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lost radios valued at $13,424.14/ The Primary Committee contends 
that it was not commercially &bible  to have purchased 
insurance to cover such losses. moreover, the Prim6 
contends that due to the prohibitive cost of such co 
insurance, its only alternative was self-insurance. 

A committee's decision to purchase OS not purchase 
commercial insurance is a relwrant factor in determining whether 
P comaittee rads a 'good faith' effort to safeguard its 
equipment. See t&miarendstra to Robert 3. Costal Re: Coraittee on 
Arrangcmentoxr the 1992 mpubPican Esational eonvention -- 
Legal Commente on Proposed fnterion Wudit Rtpeot (Iepte 
1993). at 4-7.15/ Although e coamitteeqr purchase of 
insurance provses somt evidence that it hai6 taken et 
safeguard i ts  equipmentp the documentation provided by the 
Primary Committee to dsmonstrate that C O I D ~ D ~ ~ C  IL insurance was 
cost  prohibitive refers not to the Primary Co ittee, but to the 
General Committee. % Primary Conunittee Res nse. Exhibit 33 
(Harsh c HcLennan UeroranduPPr datod June 22, 1994). The Primary 
Committee asserts that it had verbal policies which W ~ S C  
promulgated and adhered t o  during the primary campaign to 
safeguard its equipment. The Primary Committee, however, 
provides ne documentation t o  support this assertion other thsn 
the General Conmittee*s "LOSS Prevention Policy,' which it 
elairno resul ted  €SOQ these verbal. policies. Additionally, the 
Primery Committee provided no documentation demonstrsting what 
efforts it mads t~ locate the loot and stolen equipment, nor did 
it provide documentation demonstrating that no fraud 0 s  abuse 
occurred. See Uemorandum to Robert 3. Costa, Re: Comdttee on 
Arrangerentcfor the 1992 Republican National Convention -- 
Legal Comments on Proposed Interim Audit Report (September 17, 

required to poke a pro rata topapent to the United Stater 
Treasury for the value of the lost and stolen equipment. 

19931, at 4-7. Therefare, the Primary Comittca Should be 

V. APPARENT WN-QaALXt1E.D tluLBAlwS EXPQJSES - G 
BLBCTION BXPBHDI'pBRB8 (IIf.B.2.) 

The proposed report finds that the Prfm6ry Committee made 
verious expenditures for goods and services that were for the 
benefit of the General Committee or the Clinton/Gerrc #92 General 

141 We note that the lost equipment itself is similar to the 
lost equipment at ioruc in the audit ob the Co 
Arrangements for the 1992 Republican National Convention where the 
Commission determined that the loss vas a perriorible use of 
funds. - See 11 C.F.R. Z 9008.6(a). 

15/  The lnterisl Audit Report for the Committee on Arrangements 
E r  the 1992 Republican National Convention was interpratinq 
permissible uses for convention expenditures. Compare 11 C.F.R. 
S 9008.6(a) (pcrmirrible use of convention expenrec) with - 
11 C.?.R. I 9032.9(a) (qualified campaign expenses). 



~- ~ - ~ - - - ----c 

Final Audit Repor 
Clinton for ?red C o m i  t t ee 
(LRA #449/AR r94- 
Page 9 

Election Compliance ntnd ('the OEWrC"). The report notee that 
the prirury Comaittee incurred costs for iterr ouch as COmputeKS 
and polling in the last  weeks prior eo the can&i&ate'P date of 
ineligibility (mDOIm) when most or all r t e t e  primary oleetionr 
h&d been held.2/ The P8pOKt reasons that the gurchare Of 
certain goods and services de so late in the pri  ry campaign 
could have no other purpomo than to Be pr 
period expenses for the general aleetion ees. Since the 
costs were not incurred im connection w i t  
nomination, the report recomaends that t 
initial determination that the Primary C 

dituse rep0rt 

rrearury $ a n  ,946 -171 - 
Tkt ~riaary Coonittee urges the application of assentially 

The 

a %right line" test bared on the date o f  a cenBidate*s 
nomination t o  support ita position that the e%penees in question 
were qualified campaign expenses t o e  tha pciaaary election. 
Primary Committee argues that costs €OK goods and services 
incurred before D6I: and used before M)x are qualified campaign 
expenses. W i t h  regcrd to the expenditures for equipment and 
f6CilitieL ( e  mainfsame computers, personal computers, 

Committee argues that the expenditures were alified caapaign 
expenses for the primary election because the goods were 
purchased and used before the D o l .  Thusr the Primary Committee 
contendr that as a primary asset. it was permitted eo Bell the 
equipment to the General Comaittee at a 40% depreciation, the 
required price pursuant to 11 C.F.R. S 9034.5. 

With rogard to the polling expenditures, the Primary 
Committee arguer that the expenditures were qualified campaign 
expenses because the polls were conducted prior to the DO1 and 
concerned issuer related to the seeking of the nomination. ;In 
addition, the Briaaasy Corenittee contendr that the polls  had a 
l imited  shelf life which had expired by the time the general 
election campaign began. 
Coaaicsion has acknowledged the limited shelf life of polls in 
its own regulations. - See 11 C.F .R.  f 106.4(g). 

printers,  key +' oards, monitors, modeme. roftwsre9, the P r i a ~ y  

The Primary Committee asserts that the 

.. 

.. 

- 16/ State prfmary elections were held through ~uncr 9. 1992. The 
candidate's DO1 was Suly 15. 1992. 

- 17/ The report concludes that the expenditures are qualified 
campaign expenditures for the General Committee, and rather than 
require the Prirnry Committee repay the United States Treasury, 
the General Committee can a l to  choose to reimburse &he Primary 
Committee for the e%pcnditUK@6 the Generd Committee should have 
made. 
General Committee will place the General Coamittee in excess of 
its expenditure limitation by 5684.220 i f  the General Committee 
r a k e r  the reipburoement, as noted in the proposed rinal Audit 
Report fos the Ganeral Committee. 

Bowever, the expenditurar that should have been fade by the 

- ' 2 tQ04  P 
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We believe that the standard advocated by tho Puimary 
Committee would enable a primry eomuittee to use grivete 
contributions and public switching funds to pay a portion of the 
general election campaign expnnesr thur circumventing the 
general election expenditure limitation and the law's 
prohibition on receipt of private contributions by publicly 
funded general election candidates. 2 W.S.C. E 44la(b)(l)(a); 
26 U.B.C. S 9003(b)(l) and (2). 940reovero such an 
interpretation is inconsistent with 11 C.F.R. L 9003.4(a)(I), 
which permits general election campaigns to incur expenses prior 
t o  the beginning of the expsnditure report period. This 
regulation would not be necessary if a11 expenditures made prior 
to the primary date of ineligibility were qualified campaign 
expenses of the primary committee, even if the expenditures 
rel8ted to the general election. 

Bowever, our analyris differs from that of the Audit 
Division because we believe that some sf 'e expenditures may 
have had a dual purpose for the Prinary Co ittec and the 
General Committeer and those expenditures uld be allocated 
between the two committees if the purpoce 6s documented. The 
central icsue raised is whether the expenditure6 were made "In 
connection ... with [the prirary] campaign for nomination" or 
'incurred to further a candidate'm [general) caspaign for 
election to the Office of President... ." Compare 11 C.P.R. 
L 9032.9(a)(2) (defining qualified campaign exgcnecro for prf 
Eorrfttees) - with 11 C.F.R. g 9002.11(~)(1) (defining qualffi 
campaign expenses fob general cornmittear). 

expenditure is incurred has never Been applied by the Co 
to determine whether a particular expense is a qualified 
campaign expense for the primary or general election. Rather, 
the two key elementn for a6msrming gualifie campaign experaoes 
are timing and the subject sattor requirement of - ~ a d e  in 
connection wlth' or "incurred to further.' 11 C.F.B. 
SS 9032.9(a)(2)  and 9002.11(a)(P). It io not sufficient merely 
for an expenditure to be fneurred prior to the candidate's dete 
of Ineligibility to be considered (D qualified E ~ ~ p ~ i ~ R  
expenditure. Rather, the correct standard for ~ e t ~ r ~ i ~ i n g  
whether an expenditure is a qualified campaign expense relies on 
both the timing of the expenditure and the nature of the 
expenditure. SCc A0 1984-15. 

expenditures when allocating costs between pri 
presidential committees. In the Reagan Bush audit, the 
Comricrion concluded that certain apecific expemditurec for 
polling, consulting, and voter registration incurred prior to 
the Candidate's BOX and apparently related to the general 
election campaign could be considered qualified campaign 
expenses of the primary doamittee since the purpose of the 
expenditures related to "deileqate tracking.' Final Audit 
Report on Reagan Bush '$4 Primary (July 7, 1986). 8ow%verr the 

A -bright l ine" test based solely on the date that an 

The Commission her previously connidered t purposes of  
ry isad general 
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Reagan bush general committee also reimbursed the primary 
Committee $64,000 for telemarketing expenditures incurred prior 
to the candidate's date of ineligibility, end the CoraaPission 
allocated costs between the comaittees for &kdv@hkising 
produetion costs incurred during tho primary campaign for 
certain advertiserrents used during both the primary and general 
canpaigns, thus demonstrating that the timing of the expenditure 
alone docs not determine whether it is rehated to tho primary or 
general election. Zd.; Statement of Rea supporting Yin.1 
Repayment DeterminaTom in ~ ~ e ~ a n ~ ~ u ~ h  
(July 11, 19B0). This precedent s orrts ~ % a ~ i ~ i n ~  all of the 
particular facts surrounding an BX 

moreover, mattars concerning coordinated 
expenditures, which involve publicly-financed 
sanrpaigns end expenditure limitations, art ana 
issue of p s l i f i e d  calspaign expenses presented hart .  In 
situations involving coordinated p r t y  expendituser, the 
Commission has considered not only the timing, But also the 
purpose of expenditures when determining to which election an 
expendituse should be attributed. A0 1984-15. or example, in 

relevant,L coordinated party ~xpenditures care n 
the time period between the nomination and the general election, 
and it would be inconsistent with the purpose of the liritati~n 
on coordinated expenditures to operait expenditure6 made prior 
to nomination but with the purpose and effect of influencing the 
outcome of the presidential general election to escape this 
limitation." A0 1984-15. 

intended, in part, for activities related to securing the  
candidate's nomination. 
determined to be primary comaittee amsets, we believe the 
Commission would have to allocate those expenditures pursuant to 
the method used for  depreciating capital assets under 11 C . F . R .  
5 9034.S(e)(l). 
NOCO Statement, primary committees are permitted to take at 
least m 40% depreciation on property used in the operation 
of the campaign whose purchase price exceeded $2,1300 when 
acquired by the co.uPittee." 11 C.F.R.  Q 9036.§(c)[l), 

equipment are qualified campaign expenses foe the primary 
Committee. Rany of the primary Committee's computer 
requirements (processing matching fund ~ u ~ ~ i ~ ~ i o n s ~  preparing 
disclosure reports, scheduling travel glans) were handled by 
outside vendors such as Public Office Corporation and Worldwide 
Travel, Ins. throughout the C Q U K S ~  of the campaign. plowever, 
the Primary Committee asserts that it used the computer 
equipment to: (1) increase its correspondence capability end 
activity; and ( 2 )  engage in "delegate tracking" in preparation 

ner.1, at 9-12 

A 0  1984-15, the COE?d66ion noted that while "ti 

It i o ;  possible that some of the expenditures et issue were 

With regard to capital assets 

For the purpose of calculating a EO 

There is Q question whether the cspen8iturea f o r  computer 
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for the convention.g/ Additionallyr the Primary CO 
ag~erts thet its previous eoaputer systrm often 
because it could not handle all the necessary userr 
therefore, a rcplacerent was sought. Finally, the 
Committee notes that all its existing f i l er  were tr 
the new mainframe syrtcsrm once it came on-line prior to D O X .  

Conittre produced throe memor 

Yates, the Brimery CoaPaittee*r 
dated June 27, 1994, states that t 
the new mainframe computer to incr 
lrrased system could only handle 80 
printers) before. sufferinp% breekdomr, and tbe Primary 
submitted three sample computer repsir work etrdl@ir&i from these 
breakdowns. Once the new sainfrane came on-lineI %or8 devices 
could be operated et tht same tire, Similarly. in a June 24, 
1994 memoranda from ?Is. Curry to as. Yates, it is stated that 
the Primmry Committee*$ incoming correspondence level wa6 
inereasing and because of the need to rcepond. the Primary 
Committee needed greater somput8r cspacity. The mcmorandum 
includas a lirt ob the biweekly incoming correspondence amounts 
demonstrating that in the last two weeks before the DOI, the 
inconing correspondence level increased to 6,036 incoming 
pitces, up from approxiaately 3,000 incorning piecee over the 
previous biweekly periods dating back to February 1. 1991.E/ 
Primary Committee Response, Exhibit 21. Pinally, a third 
memorandum asserts that delegate tracking and convention 
operations opere ptrforaed on certain unspecified perroonal 
computers. ltt appears that the Primarty Committee is referring 
to the ptrronal computer$ purchered from Future Now, Inc. 

the computer vendors' invoices indicate that tht IC&, ~ac. 
mainfraee computer came on-line at learnt om 3une 25, 1992, and 
that the Primary Committee files were inserted on thir system. 
Thusr there i r  evidence that the Primary Committee Rad the 

(LRA # 4 4 9 / M  @99-11 

AS documentary support fer there arguments, the Primary 

fro= sb8rry Curry, 8 P t t M r Y  c 

The Primary Cormnittee response to the inearda report and 

~ 

- 18 /  Bared on the Primary Committaees descriptions fn t h e i r  
response to the lnterim report, mdelegrate tracking" on the 
computer system apparently would include using computers to 
prepare correspondence to the delegates, and to log phone calls 
made to delegates. The Primary e ittee response appears to also 
indicate that computers were used for general convention 
preparation and logistics. 

19/ PIowever, the memorandum doer not indicate the subject nattcr 
3 the incoming correspondence (c.g. contributions, bills, 
letters), uhether the Primary Committee answered the 
correspondence at the same level that it was incoming, and how the 
computer system would be urced to process either incoming or 
outgoing aail. 

- 
21012 
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equipment before W P ,  during the tiaefralae from June 25, 1992 
through July 15, 1992.20/ Similarly, it appears that the only 
peripherals that the Pxmary Cosmittee possessed at the end of 
the campaign were the W.P. Halone peripherals it owned from July 
11, 1992 on.21/ Additionally, it appears that the Future Wow, 
fac. persona~comguters were used in the convention oper 

The facts at issue present QiffEieult ~ e s ~ i ~ n s  concerning 
how to Bictinguish legitimate primary campalgn activity from 
activity that is geared towards the general election ca5paign. 
In the instant matter, it io clear that the computer equipment 
was used extensively throughout the general election caapaign. 
Tbere Is also some evidence that the Primary CoParrittee had aost 
of the computer equipment in its porleesrion prior to DOZ. 
Howeverr the evidence submitted to demonotrate the extent to 
which the Prieary Co.aoittce used the computer equipment is 
limited. Thc documentation submitted to date censists of 
uneworn memoranda produced in responte to the interim report. 
Given the limited information provided and th questions that 
remain regarding the computer syst~m, the Pri ty Committee 
should be required to provide documentation with more probative 
value such as sworn affidavits and contemporaneous aocurnentation 
or memoranda. For example, the Primary Committee could provide 
delegate tracking reports pr~duced by the system and 
coaprehenrivt computer maintenance records. If the Primary 
Committee can provide additional documentation demonstrating its 
use of the coaputer oystas, we believe that the costs incurred 
for  the systen would be qualified campaign exprnees for the 
Primary Committee and the value of the asset determined pursuant 

20/ We nett there is a diopute ever when the new ryrtem came 
on-line. The Primary Cornittee ordered the new minfraae computer 
from XCL, Xnc. on nay 2 8 ,  1992 (invoice Bate), but the permanent 
equipment wa6 only installed on June 25, 1992. The Primary 
Committee asserts that I C t ,  Inc. provided it e loaner during the 
interim period, but thi6 ssssreion I s  ondocuaented. Thuso it 
appears that the new mainframe oras installed only two weeks prior 
to the start of the convantion. 

- 21/ 
to have agreed to purchase on June 3 0 ,  1992 (invoice date) froaa 
W.P. Halone for $104,174 vere actually being leased by the Primary 
Committee up to July 11, 1992 since the purchase invoice and lease 
invoices list the exact same equipment. Bo, it appear6 that the 
Primary Committee only became the owner of these goods at the time 
the convantion started (or owned and leased the equipment 
concurrently). 

- 22/ The costs for fifty-one personal computers ordered from 
Future Now, Inc. were incurred by the Pri~ary Committee on nay 29, 
1992 (invoice date). Additional personal computers were ordered 
by the Primary Committee from Future How, Xnc. and delivered on 
June 23, 1992, June 29, 1992, and July 15, 1992': 

We note that the devices that the Primary Committee appears 
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to eection 9 0 3 8 . 5 ( ~ 1 ( 1 )  of the Co icsioner, regulations for 
purposes of the Primary Comaittea 

We concur with the proposed report's conclusion that the 
polling expenses paid by the Primary Committee to Gresnberg-Lake 
($108,622) and Opinion Research Calling ($93,904) are general 
election campaign expenres. 
rgeciflcally provided for in 11 C.P .R.  0 9003.4(4) (1 )  a6 
qualified campaign expenses for the gsneral election. The polls 
concerned the general election itself in that they measured the 
candidateor popularity versus the other likely candidates fn the 
general election, George Bush and ROSS Percat.33P Indeedp two of 
the polls were taken after the roll call ooteler the nomination 
was completed a t  the convention. 
Coamittea*s argwetit that the polls deereasc in value Re a rapid 
rateI we view t h i s  a6 irrelevant since we view the polls as 
general election expenses. 

for various services expenditures to Air Adv 
1.11. Electric) that were provided to the Primary Co 
seem to have been only for the incidental benefit o 
Committee. An example of this is the reconfiguration of the 
candidategs airplane just prior to the convention. The actual 
work appears to have been completed prior to the convention. 
a98weverI the  reeonfigured plane was uced only once prior to D 0 f .  
With these types of expend r e s ,  we recommend that the Primary 
Committee be allowed to re urse the General Committee to 
account for the Primary Co 

Finally, we concur that all costs associated with the 
biographical film about the candidate entitled 'The Uan From 
Bope" ape general election expenses. Xn Reagan-Buth '84,  the 
Commission specifically addressed the issue of c 
production costs assacfated with a television ca 
produced by the primary committee but aired during the general 
election. 
Determination in Reagan-Bush '84 General, at 9-12 (July 11, 
19881. The Conmission concluded that the date of broadcast for 
redia projects (i.e., the date when commercials. P i l r a s ,  etc. axe 
aired or broadsosted), not the date of production, determiner 
whether such projects @re primary or general election 

HOC0 Stateaent. 

Polling expenditures are 

With regard to the Primary 

We concur with the report*. treatment of the expenditures 

ttee's use. 

Statement of ~easons supporting Final Repayment 

23/ The Coxmission has in the past viewe6 the content of the 
expenditure to determine the purpO6@ o f  that expenditure. See A0 
1984-15 (after ccrutiny of the content of certain television 
COIPC~C~Q~S, the Comaiooion coaeludas that pItlhe elear import and 
purpose of the these proposed odvertbseaents is to diminish tats 

- - 
support for any Democratic Party presidential nominee ... m I .  

- 
21'01 4 
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expendituree.24/ .The Ban from Bope" fila was .shown at the 
convention a f G r  the candidate was nominated, as well as on 
several subsequent detes.25/ Therefore, these expenses are not 
qualified campaign expanse6 for  the primary election. 

The proposed report recornends that the C O = ~ L C ~ O R  make an 
initial repayment determination of $3,464,350 on the basis that 
the Primary Committee received public funds in ~xcess of its 
entitlement. The report notes that the Primary Committee 
received certain contributions &ne3 then redesignated the 
contributions to the GELAC in a uannsr inconsistent with the 
Couiss ionls  regul@tiona at 11 C.?.Lo. L 9003.3(s)(l)(lii) since 
the Primary Committee had remaining debts to Sat15fy a t  the tine 
of the rederignationr. The report seeks to treat the 
contributions as primary cantributfono. nullifying the 
impermissible radt5iqnationr. Whcn the subject contributions 
are applied to the Primary Comaittee's NOCO Statement as an 
asset, the funds decrease the Copslittee's net outstanding 
CaSpaIgn 6bIigatfOMi and raSu1tP in the repayment to the United 
States Treasury based on receiving funds in excess of the 
Primary COlern i tLe@'6  entitlerent.z/ 

- 24/ The CornrPiSeion concluded that the commercial at is6ue aired 
repeatedly during the general election campaign, de6pite the 
Primary Ccm!nittee'r arguments to the contrary. Raegan-Bush @84 
Statement of Reasons, p. 11. There, the Coamaisoian rejected the 
primary conunittee's- assertion that production costs should only be 
allocated to the gri 

25/ The Primary Committee coneests the Co fssion#o deterainstion 
G a t  the candidateis DO1 Is 3uly 15, 1992. 
on which the party nominates 8 candidate.. 11 C.F,B. 
S 9032.6(a). Although the Co irsl~n has not defined the word 
 nomination," the Co s previously viewed the completiom 
of a convention roll call vote w h ~ ~ ~  ~ o ~ i n a ~ @ ~  a candidate as the 
i no mint it ion.. The Prirsry Comdtte@*s suggertion to defer to a 
go~itical party's definition of the term 'no ination" will lead to 
inconsistent applications since every party ceulLb define it 
differently. noreover, the CoMldsrion notibid the Primary 
Committee by letter dlrted August 4, 1992 that suly 15, 1992 was 
the 001, and the Primary Committee did not object to thie 
determination until now. AS a reoult, we concur with the proposed 
report*e conclusion that the DO1 Was July 15, 1992, the date that 
the convention roll call vote nominating the candidate was 

- 261 
recommends that the GELAC reimburse the Primary Co 
improperly redesignated fundr. 

ray campaign. 

The DO1 is the .date 

eorpleted. 

The proposed Final Audit Report for thc General Committee 
ittee for the 

- 21015 A 
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In response to the interim report, the Primary Comaittee 
argues that the subject contributicns were underignated, and 
rhus, wdar II C.F.R. L llO-l(b)(2)(ii), could be viewed an 
Gtmc contributions oince they were received efter tho 
candidate'c D O X .  The Pri Committee contends thmt the 
rederignationr were perf by mistake by a former vendor. 
The Primary Corruittae further asserts that it should not be 
penalired for setting a cut-off date for receiving contributions 
in the belief that it ha5 no remaining debts ".without the 
benefit of hindsight." Iriaary Comaittee lletp~ns~, at 40. f m  
this re~pect, the Primary Comaittee challenger the Conaiseion 
practice of applying private contributions against a deficit on 
its NQCO Statement prior to applying matching funds again6t the 
deficit. The primary Committee believer that if anticipatrd 
natchiag funds were applied againot its deficit as reflectad on 
the HQCO ktatasent, it would have been permitted to make the 
rederfgnetions. 

Wt concur with the report that the Primary Co 
received natching fund6 in excess of its entitleme 
detsraination of whether ID contribution fc dcrignated for a 
particular election turnc on the contribut~r~s donative intent. 
bee A0 1990-30. Ar$uably, the contributions in question were 
Eignated to the Pri-Ky Cowittee since thty were urde payable 
to -Clinton for President- vr a similar entity and received when 
the Primary Committee bad outstanding dsbts.27/ - See 11 C.F.R. 
$ 110a1~b1(4)(i). 
publicly-financed pr~cidential campaigns to treat contributions 
received port-DoI as primary receipts and subait them f o r  
matching if they have outstanding debts. Further, Commission 
regulations condition redesignations of a primary co 
contributions on the feet that the contributions repreiwnt fundo 
in excesc of the amount needed to pay remaining primary debts, 
thus, it i6 anticipated that a priuary committee will continue 
to receive private eontri%utions ~ ~ ~ i ~ n % t e a  to it after W I .  - See 11 C.F.R. 0 9003.3(a)(%)(iii). 

The Primary Committee ~ ~ n ~ ~ i t ~ ~  from this agprsaeh, 
receiving public fund6 for contributions reaceivad post-DOX that 
were virtually identical to there a t  itrue here.  he PK~BBKY 
Committee has not advanced e credible reaton for d i ~ g i m ~ i ~ ~ i a g  
between the post-wm contributiom6 submitted for matching and 
those contributians that it now claims were contributio~e to the 
GtLhC. 
the designation rules in a unner that will ellow it to 
arbitrarily elaim that certain contributions are primary 
contributions that ere utchable and reverse it6 position to 
increase its entitlement to public funds by claiming that 

The C O M d S L i O ~  ha5 p@raitGjd 

W e  do not believe that the Primary Committee can apply 

27/ we recommend that you attach tb your report an exhibit 
Zmonotrating the amounts of contributions derigneted for each 
specific entity (s, $ill Clinton, Bill Clinton for President, 
Bill Clinton for President Coamittec, Team Clinton). 
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similarly de61gnat.d contribution6 are designated to the GELAC. 
The designation rules bo not operate to thus allow a committee 
to manipulate its entitlement to public funds. 

counted into the UOCQ Statement as of the time o f  oubmirsion, 
rather than receipt of such funds, would elro aIlow the Primary 
Committee to raniplate its entitlement to public fundo. The 
Primary Committee'r elaim that thu CoaPiosion*@ NOCO Statemant 
calmaletion system io unfair is hsed solely on the fact tha 
Primary Committee riscalcul8ted its reraining entitlarent and 
expenditures. Th@ CorPiasion'r regulations account for the fact 
that there may ba miscalculaeioao in the NOCO Stat@ment bucauae 
the Primary Committee is required t a p  5ubaiit a revised TSQCO 
Statement with e ~ ~ h  ouhission for eutehing'funds after DO1 and 
the Priaary eommitees will be required to ke a repayment if it 
It later determined that the papants exeeeded the Primary 
Committee's net outstanding campaign obligations. 11 C.F.R. 
LE 9034.5(f)(I) and 903$.21b)(l)(i). 

The PriMfy CommitteeOs argument that retching funds be 

?urthsr, while treating future matching funds as an 
accounts receivable to oliminate its debts, the Primary 
Committee nevertheleas suballtub a NOCO Statement indicating 
that it was in a deficit parition so that it would be entitled 
to receive the anticipated matching funds. Thi6 places the 
Primary Committee in the contradictory position of asserting 
that it has debts and does not have debts in order to obtain the 
maximum benefits of the public financing process. The 
Comniosion's segulatianr do not conteaplate treating future 
matching funds as an accounts receivable on the UOCO Statement. 
The mceountr receivable (or amounts owed) that ean be listed 86 
assets on the NOCO Statement generally include credits, refunds 
of deposits or rebates from qualified campafgn e x ~ e ~ ~ i ~ u r e s .  11 
C.F.R. L 9034.5(a)(Z)(iii) (discussing calculation 06 PlOCQ 
statements9- The reeult of including anticipated tsbing fundr 
as an asset io that the Primary Camittee io able to inererrme 
its entitlement Bared on speculation that the contributions will 
in fact be natched. 11 C.F.R. f 9034.5(aI. 
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At to rney 

SUBJECT: PrOpOSed Final Audit Report on Clinton/Gorc '92 
Committee and Clintom/Goba *9% General Election 
Compliance Fund (LBA @420/m #94-f89 

1. IE3T%IoDoCTION 

The Office of General Counsel has reviewed the proposed 
Final Audit Report on the Clinton/Gore ' 92  Committee ("the 
General Committee") and Clinton/Gor@ ' 9 2  General Election 
Compliance Fund ("the GELAC") submitted to this Office on 
August 31, 1994. The following memorandum cummarizes our 

21018 
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comments on the proposed report.11 If you have any questions 
concerning our commentsI please Zontact Peter t. Blumberg, 
the lead attorney assigned to this audit. 

XI. XTEKEZATXBN OF OFFSETS (XX.B.3-)2/ 

The proposed report raises the a6SUC of whether the 
General Committee is required to itemize refunds and rebates 
made by various entities to its travel agent, Worldwide 
Travel, Xnc. ("Worldwide"). The General Coifanittee argues 
that ft was not required to do 6 0 ,  and cite6 Advisory Opinion 
("Ao") 1983-25 a6 support €or its po6ition. The proposed 

fyt&r tates that AQ 1993-25 cannot be extended to 
t, however,.concludes that A0 1983-25 bo not relevsnt, 

edi'#be 3 dors. 
I ~ . A O  1983-25, the Commission found that at conunittee * 

hap rep-ort i b  payments to media consultants as expenditures, \ aria ttipQpapnts by media consultants to sther pencons, 
which are theaused to purchase services or products used in 

with the consultanto* contract, need not be 
reported. The Commirsion noted the following 
significant in making this determination: (1) the 
had a legal existence that was separate and 

distinct from the committee'fi operations; ( 2 )  the 
c p s v l t q - t s "  jincipals did not hold any committee staff 
~ositiono; ( 3  ! the committee was conducting arms-length 
negotiations with the consultants that resulted in a formal 
contrqct;,(4) the consultants were not required to devote 
th'eir "fdl.1 efforts" to the contract with the Committee, and 
the consultants expected to have other media contracts with 
other committees and business entities during the campaign 
period; and ( 5 )  the committee had no interest in the 
consultants' other contracts. 

We disagree with the proposed report's conclusion that 
A 0  1983-25 is not relevant to itemizations made by Worldwide, 
and cannot be txtended to non-media vendors. To the 
contrary, we believe that A 0  1983-25 is relevant to determine 
whether the General Committee io required to report refunds 
and rebates for travel expenditures. A0 1983-25 contains no 

~~ ~~ 

- 1/ We recommend that the Commission consider this document in 
open session since the discuosion is not exempt from disclosure 
under the Commission's Sunshine Regulations. 11 C.F.R. S 2.4. 
parenthetical references are to the placement of the findings in 
the proposed report. 

2/ We suggest that you revise the title of this section to 
'Itemization of Refunds and Rebates," This is consistent with the 
title of the section dealing with the 6ame subject matter in the 
proposed Final Audit Report for Clinton for President (the 
"Primary Committee.*) 

210.19 Page 110, 12/27/94 
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language limiting its scope solely to media vendors, and A0 
1983-25 factors have been applied by the Conrsission to 
determine the legitimacy of a non-media bUSine66 vendor. See 
A 0  1994-25. As such, we believe that A0 1983-25 aElows tht 
General Committeer subject to the above-stated factors, to 
contract with non-media vendors to perform campaign 
activities without requiring the Generel Committee to itemize 
and report vendor payments from third-party sources. 

General Committee, we note that the General Cammitttm 
response states that it satisfied the reporting obligations 
of A0 1903-25 without including supporting docurentation. We 
believe, however, that if such documentation is provided, the 
General Committee may be able to satisfy the above-stated 
factors. 

fL- # 420/AR (94-18) 

Notwithstanding the applicability of A0 1983-25 to the 

111. APPARENT NOH-QUALIFIED CAllPAIGN EXPENSES (111.8.3.) 

The proposed report concludes that arguments made by 
t h e  General Committee pertaining to the loss of two rental 
cars, and lost computer equipment and communication devices, 
were unpers~asive, and that General Cornittee expenditures 
for the replacement of these items are non-qualified campaign 
expenses subject to repayment.3,' The proposed report 
concludes that the total amoun: to be repaid to the united 
States Treasury for apparent non-qualified campaign expenses 
is $78,264. $70,295 of this repayment amount consisto of the 
above-stated lost equipment. 

commercially feasible to have purchased insurance to cover 
such losses. Horeover, the General Committee contends that 
due to the prohibitive cost  of such commercial insurance, its 
only alternative was self-insurance. A committee's decision 
to purchase or not purchase commercial insurance is a 
relevant factor in determining whether a cornittee made a 
"good faith' effort to rageguard its equipment. 
Hemorandurn to Robert J. Costa, Re: Committee on Arrangements 
for the 1992 Republican National Convention -- Legal Comments 
on Proposed Interim Audit Report, at 4-7 (September 17, 
1993).4/ - Other relevant factors may include a cornitteeas 

The General Committ@e states that it was not 

- 3/ This equipment includes two lost automobiles from Alarno 
Rent-A-Car valued at $34,768, and lost computer and communication 
equipmant valued at $35,527. 

4 1  The Interim Audit Report for the Csmmittce on Arrangements 
for the 1992 Republican National Convention was interpreting 
permissible uses for convention expcnees. Compare 11 C.F.R. 
5 9008.6(a) (permissible use of convention expenses) vith 
11 C.F.R. S 9002.11(a)(lI (qualified campaign expenses). - 
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policies and practices promulgated to safeguard campaign 
equipment, and the committee's enforcement of such policies. 

We recognize the General Committee promulgated policies 
to safeguard campaign equipment, including computers, 
communication devices, and rental cars. - See General 
Committee Response, Exhibit 11 ("Loss Prevention PoPicy," and 
policy entitled "Equipment."). The m r c  axirtence of such a 
policy, however# is not determinative. In this instance, The 
General Committee has not not demonetrated that it enforced 
these policies. The General Committee provided no evidence 
that it withheld the last two paychecks of the staff persons 
responsible for the rental of two lost rental cars, as 
required under its "Lost Prevention Policy.'S/ noreover, the 
General Cornittee has failed to provide any Zvidence 
indicating what efforts it made to locate the lost: computer 
equipment and communication devices.6/ Therefore, the General 
Committee should be required to mak.e-a repayment of 510 ,295  
to the United Statee Treasury for the value of the lost or 
missing equipment. 

.. 

5/ The General Committee states, in part, that because it 
Eelieves no committee member engaged in misconduct or grofis 
negligence "it was unnecessary to execute the Committ@e*o policy 
of withholding salaries." Nevertheless, the "Loss Prevention 
Policy" does not require any finding of misconduct OK gross 
negligence. See General Committee Response, Exhibit 11. 
Furthermore, fhe General Committee failed to provide any evidence 
showing why the actions taken by the particular staff members 
assigned to the rental lost automobiles did not constitute abuse, 
misconduct, or gross negligence. See # e z a i i & a  to Robert J. 
Costa, Re: Comnittee on Arrangements for the 1992 Republican 
National Convention -- Legal Comments on Proposed Interim Audit 
Report, at 4-7 (September 17, 1993) (considerations to be examined 
include: (1) the value of the lost equipment as a percentage of 
the total value of the &quipm@nt; (21 whether a committee sade a 
good faith effort to safeguard its equipment; ( 3 )  what efforts, if 
any, a committee made to locate the lost equipment; ( 4 )  if 
applicable, what contractual terms were made betwten the committee 
and its leasing entity; and ( 5 )  whether the committee can prove 
that no fraud of abuse occurred.). 

6/ The General Comittce states that with respect to the two 
Tost rental cars, it went to "great lengths" to recover their 
losses. For example, Exhibit 11 to the General Cormnittee's 
response contains a letter from Alamo Rent-A-Car ("Alamo") 
detailing its investigative efforts, as well as an undated and 
unsigned memorandum detailing non-Alrsmo related investigative 
efforts. 
attempted to locate the lost rental cars. Such efforts, 
howeverr must be examined in conjunction with the Goncrrsk 
Conunittee's enforcement sf its "LOSS Prevention Poliey." See 
consideration (2 ,  set forth in footnote (5 .  

- 

These exhibits show that the General Committee may have 

s_ 
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IV. EXCEEDING EXP8NDI!l'WRE LPRITATXON -- M DUE TBE 
PRI-Y COMITTEE (xxX.B.2.) 

The finding in the proposed report that the General 
Committee exceeded its expenditure limitation by $684,220. 
Absent evidence that the General Committee has not exceeded 
the expenditure limitation, the report recommends that the 
GELAC transfer this amount to the General Com~ittee, but 
makes no repayment recommendation. A portion of the amount 
subject to the overall expenditure limitation includes an 
account payable of $844,913 for expenses that were originally 
paid by the Primary Committee for setting rtp a basic campaign 
organization for the general election. The report notes that 
the Primary Committee made expenditures for items such as 
computers and polling in the weeks prior to the date of 
ineligibility ("001") when root or all state primary 
elections had been held.7/ The report reasons that 
expenditures for certain-goods or services made so late in 
the primary campaign could have no other purpose than to be 
pre-expenditure report period expenses for the general 
election committees. Since these expenses were start-up 
casts, they are qualified campaign expenses for the General 
Committre,,and subject to the overall expenditure Limitation. 
Thus, the expenditure result6 in the General Cornittee 
exceeding its expenditure limitation.B/ - 

essentially a "bright line" test based on the date of a 
candidate's nomination to support its position that the 
expenses in question were qualified campaign expenses for the 
primary election. The General Committee argues that costs 
for goods and services incurred by a primary committee before 
DO1 and used before DO1 are qualified campaign expenses for' 
a primary committee. With regard to the expenditures for 
equipment and facilities (e .  mainframe computers, personal 
computers, printers, keybo&: monitors, DQdemsp software), 
the General Committee argues that the expenditures were 
qualified campaign expenses for the primary election because 
the good6 were purchased and used before the DOI. Thus, the 

The General Committee urges the application of 

- 7/ State primary elections were held through June 9, 1992. The 
candidate's DO1 was July 15, 1992. 

- 8/ The Final Audit Report for the Primary Committee permits the 
Primary Committee to collect a reimbursement from the General 
Committee for those goods and services paid for by the Primary 
Committee which were General Committee expenses. The Primary 
Committee can also choose to pay the united States Treasury for 
these non-qualified expenditures if it chooses not to seek 
reimbursement from the General Committee. If the General 
Committee does not reimburse the Primary Committee, it would not 
exceed the expenditure limit. - 

Page 113, 12/29/94 
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General Committee contends that as a primary asset, the 
primary Comraittee was permitted to sell the equipment to the 
General Committee at a 40% depreciation, the required price 
pursuant to 11 C.F.R. 5 9034.5. 

Committee argues that the expenditure6 were qualified 
campaign expenses for the Primary Committee because the polls 
were conducted prior to the DO% and concerned issuer related 
t o  the seeking of the nomination. In addition, the General 
Committee contends that the polls had a limited shelf ].if@ 
which had expired by the time the general electio 
Began. The General Committee asserts that tbe Co 
acknowledged the limited shelf life of polls in its o m  
regulations. See 11 C.F.R. S 106.4(g). 

We believe that the standard advocated by the Ceneral 
Committee would enable a primary committee to use private 
contributions and public mratching funds to pay a portion of 
the general election campaign expanses, thuc circumventing 
the general election expenditure limitation and the law's 
prohibition on receipt of private contributions by publicly 
funded general election candidates. 2 W.S.C. 
5 441a(b)(l)(B); 26 W.S.C. S 9083(b)(l) and (2). hloreover, 
such an interpretation is inconsistent with 11 C.P.U. 
5 9003.4(a)(l), which permits general election campaigns to 
incur expenses prior to the beginning of the expenditure 
report period. This regulation would not be necessary if all 
expenditures made prior to the pximary date of ineligibility 
were qualified campaign expenses of the primary Committee. 
even if the expenditure6 related to the general election. 

However, our analyris differs fro@ that of the Audit 
Division because we believe that some of the expenditures may 
have hod a dual purpose fer the Primary Committee and the 
General Committee, and those expenditures could be allocated 
between the two committees if the purpose i5 documented. The 
central issue raised is whether the expenditures were made 
*in connestion ... with [the primary] campaign for 
nomination" ox "incurred to further a candidate's [general] 

Compare 11 C.F.R. S 9032.9(a)(2) (defining qualified campaign 
expenses for primary committees) with 11 C.F.R. 
5 9002.11(a)(l) (defining qualifiwampaign expenses for 
general committees 1 .  

expenditure is incurred has never been applied by the 
Commission to determine whether a particular expense is a 
qualified campaign expense for the primary or general 
election. Rather, the two key elements for assessing 
qualified campaign expenses are timing and the subject matter 
requirement of *'made in connection with" or "incurred to 
further." 11 C . F . R .  S S  9032.9(a)(2) and 9002.11(a)(P). It 

With regard to the polling expenditures, the General 

campaign for election to the Qffic@ of President... . * 

A "bright line" test based solely on the date that an 

* 2 1 6 2 3  Page 114, 12/27/94 
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is not sufficient merely for an expenditure to be incurred 
prior to the candidate's date of ineligibility to be 
considered a qualified campaign expenditure. Rather, the 
correct Standard €or determining whether en cxpenditure is a 
qualified campaign expense relies on both the timing of the 
expenditure and the nature of the expendfturc. 

(LRA # 420/AR #94-18) 

See A 0  
1904-15. 

The Commission ha6 previously considered the purposes 
cf expenditures when allocating costs between primary and 
general presidential come~ittees. In the Reagan Bush ' 8 4  
audit, the Comn~iooion concluded that certain specific 
expenditures for polling, consulting, and voter registration 
incurred prior to the candidate's D0I and apparcntly related 
to the general election campaign could be con6idered 
qualified campaign expenses of the primary 60 ittee since 
the purpose of the expenditures related to *delegate 
tracking." Final Audit Report on Reagan Bush ' 8 4  Primary 
(July 7, 1906). However, the Reagan Bush general committee 
also reimbursed the primary committee $64,005 €or 
telemarketing expenditures incurred prior to the candidate's 
date of ineligibility, and the Comission allocated cort6 
between the committees for advertising production costs 
incurred during the primary campaign for certain 
advertisenents used during both the primary and general 
campaigns, thus demonstrating that the timing of the 
expenditure alone does not determine whether it is related to 
the primary or general election. Id.; Gtatement of Reasons 
Supporting Final Repayment Determination in Reagan-Bush '84 
General, at 9-12 (July 11, 1988). This precedent supports 
examining all of the particular facts surrounding an 
expenditure. 

Ploreover, matters concerning Coordinated party 
expenditures, which involve publicly-financed presidential 
campaigns and expenditure limitations, are analogous to the 
i6sue of qualified campaign expenses preranted here. fn 
situations involving coordinated party expenditures, the 
Commission ha6 considered not only the timing, but a150 tho 
purpose of expenditures when determining to which election en 
exdenditure rhould be attributed. A0 1984-15. For exasple, 
in A 0  1984-15, the Commission noted that while "timing is 
relevant," coordinated party expenditures are not'restricted 
to the time period between the nomination and the general 
election, end it would be inconsistent with the purpose ob 
the limitation on coordinated expenditures to "permit 
expenditure6 made prior to nomination but with the purpose 
and effect of influencing the outcome of the presidential 
general election to escape this limitation." A 0  1984-15. 

were intended, in part, for activities related to securing 
the candidate's nolaination. With regard to capital abscts  
determined to be primary committee assets, we believe the 

It is possible that some ob the expenditures at iSSUC 

28 Page 115, 12/27/94 I .  
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Commission would have to allocate those expenditures pursuant 
to the method used for depreciating capital asset6 under 11 
C.F.R. 5 9 0 3 4 . 5 ( c ) ( $ ) .  For the purpose of calculating a 
committee's Statement of idst mtrtanding Campaign Obligations 
( * N O 6 0  Statement"), primary co ittees are permitted to take 
at least a 40% depreciation on ny property used in the 
operation of the caapaign whore gurshase price exceeded 
$2,000 when acquired by the committee." %I C.F.R. 
S 9 0 3 4 . 5 ( ~ ) ( 1 ) .  

There is a question whether the expenditures f o r  
computer equipment are qualified campaign expenses for the 
Primary Committee. Rany of the Primary Co ittee.6 cOPpUte1 
requirements (precessing matching fund submissions, preparing 
disclosure reports, scheduling travel plans) were handled by 
outside vendolre ouch as Public Office Corporation and 
Worldwide Travel, Inc. throughout the course of the campaign. 
However, the General Committee asserts that the Primary 
Committee used the computer equipment to: ( 1 )  increase its 
correspondence capability and activity; and ( 2 )  ehgage in 
"delegate tracking" in preparation for the convention,9/ 
Additionally, the General Committee arserts that the P'?imary 
Committeevs previous computer system often malfunctioned 
becauoe it could not handle all the necessary uccrs,  and 
therefore, a replacement was sought. Finally, the General 
Committee notes that all of the Primary Coxanittee's existing 
files were transferred to the new mainframe system once it 
came on-line prior to DOI. 

A6 documentary support for these arguments, the General 
Committee produced three memoranda regarding the computer 
system from Sherry Curry, a Primary Committee staff member to 
Barbara Yates, the Primary  committee,^ accountant. One 
memorandum, dated June 27, 1994, states that the Primary 
Committee purchased the new mainframe computer to increeire 
use2 capacity since the leased system could only handle BO 
device6 (terminals, modemsI printers)  before suffering 
breakdowns, and the General Comaittee rubrnitted three sample 
computer repair work Order6 from these breakdowns. Once the 
new mainframe came on-line, more devices could be operated at 
the same time. Similarly, in a Junc 24, 1994 memoranda from 
Hs. Curry to Rs. Yates, it is stated that the Primary 
Committee's incoming correspondence level w a 6  increasing and 
becau6e of the need to respond, the Primary Cormittee needed 
greater computer capacity. The memorandum includes a list of 

- 9/ Based on the Primary Committee's descriptions in their 
response to the interim report, "delegate tracking" on the 
computer system apparently would include using computers to 
prepare correspondence to the dtlegates, and to log phone calls 
made to delegates. The Primary Committee response appears to also 
indicate that computers were used f o r  general convention 
preparation and logistics. 

an'Q25 - Page 116, 12/27/94 



.ai 
!* , ji .a- 

i 

QeoorrQdrPP to Robe . Costa 
Final Audit Report 
Clinton/Gore O92 e and Gent]. Election co 

Page 9 

the biweekly incoming correspondence amounts demonstrating 
that in the last two weeks before the DOI, the incoming 
correspondence level increased to 6,036 incoaaing pieces, up . 
from approximately 3,000 inconing pieces over the previous 
biweekly periods dating back to February 1, 1992.PQ/ Primary 
Cotmitittee Rerponst, Exhibit 21. Finally, a third memorandum 
asserts that delegate tracking and Convention operations were 
performed on certain unrpecified personal computers. It 
appears that the Primary Comaittee is referring to the 
personal computers purchased from Future Wow. fnc. 

end the computer vendorr' Invoices indicate that the XCL, 
Inc. mainframe computer came on-line at least on June 25, 
1992, and that the Primary Committee fils6 were iacPertsd on 
this system. Thus, there is evidence that the Primary 
Committee had this equipment prior to BOX, during the 
timeframe from June 25, 1992 through July 15, 1992.11/ 
Similarly, it appears. that the only peripherals tharthc 
Primary Cornittee possessed at the end o f  the campaign were 
the W.P. Malone peripherals it owned from July 11, I992 on.s/ 

(LRA # 42Q/AI\ (94-18) 

The General ColPmittee response to the interim report 

~ 

1 0 /  However. the memorandum does not indicate the subject matter 

letters), whether the Primary Committee answered the 
correspondence et the same level that it was incoming, and how the 
computer system would be used to process either incoming or 
outgoing mail. 

- ll/ We note there is a dispute over when the n@w system came 
on-line. The Primary Committee ordered the new mainframe computer 
from ICL, rnc. om May 28, 1392 (invoice date), but the permanent 

Committee asserts that ICL. Inc, provided it a loaner during the 
interim period, but this assertion is undocumented. Thus, it 
appears that the new mainframe was installed only two weeks priop. 
to the s t a r t  of the convention. 

- 12/ We note that the devices that the Primary Committee appears 
to have agreed to purchase on June 30, 1992 (invoice date) from 
W.P. Malone for $104,174 were actually being leased by the Primary 
Conunittee up t o  July 11, 1992 since the purchase invoice and lease 
invoice6 list the exact same equipment. So, it appears that the 
Primary Committee only became the owner o f  these gaods at the tire 
the convention stprted (or owned and leased the equipment 
concurrently). 

the incoming correspondanct (x contributions, bills, 

I , 

I equipment W&S only installed on June 25, 1992. The Primary 

Page 117, 12/27/94 24026 f3 
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Additionally, it appear6 that the Future Wow, Xnc. personal 
computers were used in the convention operations.s/ 

The facto at issue present difficult queotions 
concerning how to distinguish legitimate primary campaign 
activity from activity that is geared towards the general 
election campsign. In the instant matter, it is c h a r  that 
the computer equipment was used extensively throughout the 
general election campaign. There i6 slro some ewidcnce that 
the Primary Committee Rad most of the computer equipment in 
its possession prior to D01. However, the evidence aubrnitted 
to demonstrate the extent to which the Primary Cornittee used 
the computer equipment is liaited. %he documentation 
rubmitted to date COlaSiEt6 of unsworn memoranda producad in 
response to the interim report. Given t h e  limited 
information provided and the questions that remain regarding 
the computer system, the General Committee should be required 
to provide documentation with aore probative value ouch as 
w o r n  affidavits end contemporaneous documentation or 
memoranda. For example, the General Committee could provide 
delegate tracking reports produced by the system and 
comprehenoive computer maintenance records. X f  the General 
Committee can provide additional documentation demonstrating 
the Primary Committee's use of the computer system, we 
believe that the costs incurred for the system 
qualified calnpaign expenses, for the Pridary Co 
value of the asset determined pursuant to section 
9034.5(c)(l) of the Commiseion's, regulations for purposes of 
the Primary Cornittee's NQCO Statement. 

We concur with the proposed reportas conclusion that 
the polling expenses paid by the Primary Co 
Greenberg-Lake ($10B,622) and Opinion Research Calling 
(593,904) are general election campaign exgensks. Polling 
expenditure6 are specifisally provided for in 11 C.P.R. 
5 9003.4(a)(l) as qualified campaign expenses For the general 
election. The polls concerned the general election itself in 
that they measured the candidate's popularity versus the 
other likely candidates in the general. election, George Bush 
and ROSS Perot.lQ/ - Indeed, two of the polls taken after 

- 13/ Thc costs for fifty-one personal coloputtra ordered Prom 
Future Now,  Xnc. Were incurred by the Primary Committee on May 29, 
1992 (invoice date). Additionsl personal computers were ordered 
by the Primary Committee from Future Now, Inc. and delivered on 
June 23, 1992, June 29, 1992, and July 15, 1992. 

- 14/ The Commission has in the past viewed the content of the 
expenditure to determine the purpose of that expenditure. See AO 
1984-15 ( a f t e r  scrutiny of the content of certain televioion 
commercial6, the Commission concludes that "[tlhe clear import and 
purpose of the these proposed advertisements is to diminish the 
support €or any Democratic Party presidential nominee ..."). 

- 

- 
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the roll call vote for the nomination was completed at the 
convention. With regard to the General C.ouunitte@*s argument 
that the polls decrease in value at a rapid rate, we view 
this a6 irrelevant since we view the polls as general 
election expenses. 

biographical film about the candidate entitled "The Ban From 
Hope" are general election expenses. X R  Reagan-Bush '84, the 
Commission specifically addressed the issue of comercia1 
production costs aroociated with a television commercial 
prcduced by a primary sosunittee but aired during the general 
election. Statement of RbaLbOnb supporting Final Repayment 
Determination in Reagan-Bush ,84 General, at 9-12 (July 11, 
1988). The Commission concluded that the date o f  broadcast 
for media projects (i.e., the date when comerciaPsr films, 
e t e .  are aired or broadcasted), not the date o f  production, 
determines whether such projects are primary or general 
election expenditures.~/ The "Ran %rom Hope" film was shown 
at the convention after the candidate was nominated, as well 
a6 on several subcequent dates.l6/ Therefore, these expenses 
are not qualified campaign expengee for the general election. 

V. m S  BEDLSXGNATED PBOH PBLXRAR?! CONHITTEE TO GELAC 

Finally, we concur that all cost6 associated with the 

' '  (PX.A.2.b. 1 

The prop~sed report recommends that the G E U C  pay the 
Primary Committee $l,296,517, representing funds 
iapermisrib~y rtdesignsted to the GELAC. The report motes 

~ ~ 

- 35/ The Commission concluded that the co ercial at issue aired 
repeatedly during the general election campaign, despite the 
Primary Coinmittee80 arguments to the contrary. Reagan-Bush p84 
Statement of Reasons, p. 11. The Commi~sion rejected the primary 
committee's assertion that production costs should only be 
allocated to the prireary campaign. 

16/ The General Committee contests the Commission*e determination 
=at the candidate's DO1 is July 15, 1992. The DO1 is the "date 
on which the party nominates its candidate." 11 C . F . R .  
5 9032.6(a). Although the Commission has not defined the word 
"nomination," the Conmission has previously viewed the completion 
of a convention roll call vote which nominates a candidate as the 
"nomination." The General Committeess suggestion to defer to a 
political party's definition of the term "nomination" will lead to 
inconsistent'applications since every party could define i t  
differently. Moreover, the Commission notified the Primary 
Committee by letter dated August % ,  1992 that July 15, 1992 was 
the DOI, and the Primary Committee did not object to this 
determination until now. As a result, we concur with the proposed 

f report's conclusion that the DO1 was July IS, 1992, the date that 
the convention roll call vote nominating the candidate was 
completed. - 21028 f3 
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that the Primary Comatittee received certain contributions end 
then redesignated the COntributiOn6 to the GELAC in a manner 
inconsistent with the Comissiong6 regulations at 11 C.F.R. 
s 9003e3(a)(l)(iii). The report seeks to trtat the 
contributions as primary contributions, nullifying the 
impermissible redesignations.g/ 

In rsoponse to the interim reportr the General 
Committee argues that the subject ContributiQnS wtre 
undesignated, and thus, under 11 C.F.R. 5 IlQ.l(b)(2)(ii), 
could be viewed as GELAC contributions since they 
received after the candidate's €301. The Gene- 
contends that the redesignations were-performed by mistake by 
-%former vendor. The General Committee further aseertr that 
the Primary CoLiiiittea thould not be penalired for setting a 
cut-off data for receiving contributions in the belief that 
it has no remaining debts "without the benefit ob hindright." 
General Committei Response, at 6. In this rtspect. the 
General Committee challenges the Commission practice of  
applying privrte contributions against a dtficit OR the 
Primary Committce*s NOCO Statement prior to applying astching 
funds against the deficit. The General. Committee believer 
that if anticipated matching funds were applied against the 
Primary Committee's deficit as reflected on the NOCO 
Statcment, kht Primary Committee would have been permitted to 
make the redesignations. 

We concur with t h e  report that the CELAC must transfer 
funds to the Primary Committee. The determination of whether 
a contribution is designated for a particular election turns 
on the contributor's donative intent. 
Arguably, the contributions in quastion were designated Lo 
the Primary Committee since they were made payable to 
"Clinton for President' OK a similar entity and received when 
the  Primary Committee had outstanding debts.l0/ - See 11 C.F.R. 
5 110.1(b)(4)(i). 
publicly-financed presidential campaigns to treat 
contributions received psst-BQI as primary receipts and 
submit them f o r  matching if they have outstanding debts. 
Further, Sormaission regulations condition redesignations of a 
primary committee's contribution6 on the fact that the 

e A0 1990-30. 

The Commission has permitted 

- 17/ 
Statement of N e t  Outstanding Campaign Obligations ("NQCO 
Statement") as an asset, the funds decrease the Primary 
Committee's net outstanding campaign obligations and results in 
the repayment to the United States Treasury basad on receiving 
funds in excess of the Primary Committee's entitlement. 

18/ We recommend that you attach to your report an exhibit 
Gmonstrating the amounts of contributions designated for each 
specific entity (-, Bill Clinton, Bill Clinton for President, 
BiJl Clinton for President Camittee, Team Clinton). 

When these contributions are added to the Primary Comsittte's 

21029 page 120, 12/27/94 
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contributions represent funds in excess of the amount needed 
to pay remaining primary debts, thus, it is anticipated that 
a primary committee will continue to receive private 
contributions designated to it after DOI. E 11 C.F.R. 
5 9003.3(a)(l)(iii). 

(ERA # 420/AR 894-16) 

The Primary Committee benefited from this approach, 
receiving public funds for contributions received po6t-DOX 
that were virtually identical to these at issue here. The 
General Committee has not advanced a credible reason for 
dirtinguishing between the post-DO1 contributions Submitted 
for matching by the Primary Committee and those contributions 
that it plow claims were contributions to the GELAC. W e  do 
not believe that the Primary Committee can apply the 
designation rules in a manner that will allow it to 
arbitrarily claim that certain contributions are primary 
contributions that are matchable and reverse its position to 
increase its entitlement to public funds by claiming that 
rinilarly designated contributions are designated to the 
GLLAC. The derignation rules do not operate to thus allow a 
committee to manipulate its entitlement to public funds. 

The General Committee's argument that matching funds be 
counted into the NOCO Statement as of the time of submission, 
rather than receipt of such funds, would also allow the 
Primary Committee to manipulate its entitlement to public 
funds. The General Committee's claim that the Commission's 
NOCO Statement, calculation system is unfair is based rolely 
on the fact the Primary Committee miscalculated its remaining 
entitlement and expenditures. The Commission's regulations 
account for the fact that there may be mircalculationfi in the 
NOCO Statement becaure the Primary Committee is required to 
submit a revised NOCO Statement with each submission for 
matching funds after DO1 end the Primary Committee will be 
required to make a repayment if it it later determined that 
the payments exceeded the Primary Committee's net outstanding 
campaign obligations. 11 C.F.R. S s  9034.5(f)(l) and 
9038.2(b)(l)(i). 

Further, while treating future matching fund6 as an 
accounts receivable to eliminate it6 debts, the Primary 
Committee nevertheless submitted a NOCO Statement indicating 
that it was in a deficit position so that it would be 
entitled to receive the anticipated matching funds. This 
places the Primary Committee in the contradictory position of 
asserting that it has debts and does not have debts in order 
to obtain the maximum benefits of the public financing 
process. The Commission's regulations da not contemplate 
treating future matching funds as an accounts receivable on 
the NOCO Statement. The accounts receivable (or amounts 
owed) that can be listed as assets on the! NOCO Statement 
generally include credits, refunds of deposits or rebates 
from qualified campaign expenditures. 11 C.F.R. 
6 9034*5(a)(2)(iii) (discuksing calculation of NOCO - 

Page 121, 12/27/94 



memorandum eo Itohrt  9. Costs 
liaal Ameft ReporS 
ClintonjGore ' 9 2  C and Gan.3 Election C ace Fund 
(LRA # 420/AR #94- 
Page 1 4  

statenante). s he result of ineluding an cipatcd matching 
funds as an asset is that the P P ~ ~ I N Y  cc ittm is able to 
Increase its entitlomsnt Ba5bd on speculation that the 
eontributions w i l l  in Pact be Burtched. 11 C.F.R. 
5 9034.5(s). 

.. 

21031 Page 122, 12/27/94 



i : 

Statement of Reasons 
Final Audit Report of the Clinton fOK President Cotanittee 

Commissioners 9oan D. Aikens. Lee Ann Elliott, Trovor Potter 

On December 15, 1995, the Fadoral Election Ca 
considered the Final Audit Report on the Clinton for President 
Comaittee. Unfortunately, a major recomtaendation in this Report 
that required the Clinton Sommittee to 5ake a substantial 
repayment of taxpayer funds wao blocked by thrce Commissioners. 

This unprecedented action involved the Clinton Comittee*s 
receipt of matching fundo from the U.S. Treasury in excess of 
its entitlement. The Somission's Audit Division found, and the 
General Counsel agreed, that the Clinton Colesrittet improperly 
diverted over a million dollars in privat@ contributions from 
the Primary Committee to a separate "legal and accounting bund" 
for the Ceneral Election. Xowever, the law requires there 
private contributions- be used to. pay the remaining. dsbts of. the 
primary Committee. 

The effect of this impermissible transfer was to 
artificially inflate the Primary Conmiittee's debt. This caused 
the U.5. Treasury to make an overpayment of taxpayer funds to 
the Committee to cover that debt. Accordingly, the Audit 
Division and General Counsel recommended the Cornrnittee repay 
$2.3 million to the U . S .  Treasury. We voted fot this 
recommendation because this result was clearly required By the 
Commission's regulations and previous presidential audits. We 
regretfully conclude that our three colleagues* failure to 
adhere to these rules, and their vote against this 
recommendation, can only be considered arbitrary and capricious. 

! 

I 

1. Coma~irsion Regulations and ~rocedures Required 
the Clinton Committee NaLe a Repayment ! 

The Comisrienps regulations at 9034.1(b) limit the amount 
of publis funds a candidate may receive after the nomination to 
the net debt outstanding at the time a matching fund payment is 
received. To arrive at this debt calculation, all public and 
private contributions are subtracted fror debts Outstanding. 
Any net debt remaining would increase the sandidate's 
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Commissioner Lee Ann Elliott and 
Coami LL i one r Trevor Potter 
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entitlement to public funds to pay the debt. 
of this regulation makcs it clear that it w4e d@Signd to 
encourage the payment of campaign debts, to the ertent porsibh, 
vith private contributions.&/ 

cormnission regulations at part 9003.3(a)(I)(iii) almo 
clearly state: Contributions that are made after the eonvention 
but which are designated for the primary eleetPonp and 
contributions that exceed the contributorer l h i t  for the 
primary election may be redesignated for the legal and 
accounting compliance fund if the candidate obtains the 
contributor'fi redesignation in accordance with 11 C.F.R. 110.1. 
Contributions that do not exceed the contributor'r limit for the 
primary election may be redefiignated and deposited in the legal 
and accounting compliance fund only i f :  

amount needed to pay remaining - primary expenses:... 

The long hirtory 

( A )  The contributions represent funds in excess of any 
. .  

- 1/ The requirement at 11 C.F.R. 4 9030.1Ib) that private 
contributions be used to pay a committee's debts was recently 
upheld in Lyndon H. LaRouche: LaRouche Democratic Campaign ' 8 8  
v. FEC. 28 F . 3 d  137 (D.C. Cir. 1 9 9 4 ) .  In LaRouche, the Court 
stated "the language (of 9034.l(b)) would appear to be 
dispositive. h candidate is entitled to receive post-BO1 
matching payments so long as net campaign obligations remain 
outstanding, and t h e  regulation d e f i n e s  a candidate'& remaining 
[Nocol as the difference between the amount of his original NOCO 
and the sum of the contributions received . . . p  lus matching Cunds 
received... Whenever the sum of his post-DO1 receipts equal the ----- 

interpretation of section 903Q.l(b) unless we found it plainly 
inconsistent with the warding of the regulation, which it is 
not. 28 f . 3 d  at 1 4 0  (emphasis added). 
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( 0 )  The contributions have not been submitted for 
matching. 

(empharin added). 

This regulation wae approved ~n a 6-0 vote by the 
Commission after the 1988 election cyele when a similar irtue 
arose in the Dukakir audit. This regulation was designed to 
mort clearly state the consistent position taken by the 
Commission from the first publicly financed election in 1976. 
In noting the need for this clearer regulation, COmmiS6ioner 
Thomas pointed out during the Dukakis audit that: 

On its face, the (former) regulation would seea to allow 
the redesignation of post-primary designated contributions 
if the prhary would have a debt afterward. Rowcver, it 
would be inconsistent with the Comisrion*6 congressional 
mandate to allow a committee to, in CEQ@RCC, create debt 
that would lead to entitlement for post' ineligibility- 
matching funds. In other words a committee should not be 
able to claim a net debt and hence entitlement to post 
ineligibility matching funds if it dissipated Pte 
permissible primary contcibutions to do so. Taken to its 
extreme, a committee could redesignate a11 of its unmatched 
sontributions ... and unaecessarily create a huge deficit 
with a resulting claim for matching funds. 

The current language of 9003.3(a)(l)(iii) pertaining to 
redesignation of post-primary designated contributions, 
effective April 8, 1987, evolved from a somewhat 6iariJ.a~ 
provision in the previous ver~ion of 11 C . F . R .  9803.3.  
However, the prior version made clear that such 
redesignations were permissible only if the primary 
committee retained sufficient funds to pay its 
remaining debts. 

! 

I 

Contributions which are made after the beginning of the 
expenditure period but which arc designated f o r  the primary 
election may be depoaitccd in the legal and accounting 
compliance fund: provided that the candidate already has 
sufficient funds to pay any outstanding campaign 
obligations incurred during the primary canipaign ... 
(11 C.F.R. 9003.3(al(l)(iii) (effective July 11, 1983).) 

c 
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Though the current language did not retain this @rotectiwe 
phrasing, there appear6 to have been no intent to alter 
the prior approach. ... Indeed, am noted, it would be 
contrary to public policy to allow the creation af debt and 
the consequent entitlement to post ineligibility matching 
funds. Accordingly, the Committee rhould be permitted bQ 
redesignate and transfer-out to the G E U C  only SO much of 
the contributions a8 would n o t  leave the Committee in a 
net debt position. The remaining amount in question, ... 
cannot be redesignated and transferred-out, must be repaid 
by GELAC, and must therefore be included in Coxmittee's 
cash on hand figure./ 

In order to clarify any ambiguity that may have occurred 
during the 1988 Presidential audits, the Cornissfon revised its 
presidential regulations for 1992 to make absolutely clear that 
public and rivate money be used for debt retirement, and that  
there i r i m i t e  + permissibility and several prerequisites for 
any redesignatdon of private funds. See 11 C.F.R. 9003.3(a)(l) 
(iii) and 9034.1(b). 

11. Application of These Rule6 to the Clinton Committee 

failed to apply these regulations to the Clinton Committee. For 
example, there is no question that on the date of ineligibility 
(i.c., the date of Clinton's nomination, July 15, 19921, the 
Committee had a debt of over 57 million. Solicitations prior to 
July 15 had cleanly solicited funds for the primary campaign and 
a l l  contributions received were made gayable to the Primary 
Committee, and deposited into the primary account. Those 
solicitations reminded the contributor that the contribution 
could be matched. In fact, the last primary solicitation sent 
on July 17, which solicited funds to retire the primary debt,, 
again reminded the contributor that the contribution could be 
mat ched . 3 /  - 

By splitting 3-3 on two repayment motions, the Cozemission 

- 2/ 
Report on the Dukakfs for President Committee, approved by 
Commission 6-0. 

- 3/ 
the General Election Legal and hecounting and Compliance Fund 

Quote ef Comissioner Scott Thomas from the Final Audit 

Subsequent solicitations were mailed for contributions to 

'. (the GELAC). Thoro contributions are not at issue here. 
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Statement of Reasons 
Clinton for Preaident couittae 
by Commissioner Joan D. hiken., 
Commirrioner L e e  Ann Elliott and 
Commissioner Trevor Potter 

Contributions deposited by the Pr.iarg Comittec from 
these solicitations totaled S5,869,410 between July 16 and 
October 2, 1992. In that same time frame, the Cornittee 
submitted final matching requests totaling $6,046,107. The 
Cornittee received this inflated amount because they did not 
apply a11 of their private funds to their net outstanding 
campaign obligations. Instead, the Primary Cornittee sought 
redeoignations from their contributors and transferred 
52,444,557 to the GELAC. This is in direct contravention of 
Commission's regulations governing matching funds. 9034.l(b) 

i 

the , 
In other words, the Coraunittee took contributor checks 

directly in response to primary solicitations, deposited them 
into the primary account and submitted $2,600,519 bot matching 
funds while at the sane time taking other contributions from the 
same solicitations and, claiming they were intended fo r  the 
GELAC, tranofcrred them to the Legal and Accounting Compliance 
Fund. 

In the Final Audit report, the Audit Division correctly 
recommended that the candidate had exceeded his entitlement to 
further matching funds as of the date on which private 
contribution6 and matching funds could have retired all debts. 
Thia was in accord with the previously cited public funding 
regulations, their Explanation and Justification, and the 
Presidential Compliance nanual. The amount the Audit Division 
calculated the Cornittee received in exccso of its entitlement 
on this issue vas over $2.9 million. The Audit Division 
recommended this amount must be repaid to the U . S .  Treasury. 
The Office of General Counsel fully concurred with this 
recomendat i on. 

In discussing this finding, our colleagues argued that 
because of the general redesignation language at I f  C.F.R. 

redesiqnationa from many of the contributors, that  w e  should 
recognize the "contributorsa intent" and allow the Committee to 
ti:ansfer the funds to the GELAC. 

S 110.1 and the fact that the Comaittee had received \ 

We believe their analysis is faulty in that it fails to 
take into account the specific lanquage of the regulations 
concerning outstanding debts from a Presidential primary at 
S S  9003.3(a)(l)(iii) and 9034.1(bl. 
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flowever, our colleagues' and the Committee's argument went 
even farther than simple redesignation. They argued that these 
contributions were not rpecifically designreed for the prirnary 
in the firrt place but were intended for the GElLAC the 
faet that some of these contribution% w@re solicit@ e 
primary Comaittee to retire primary debt; and all specifically 
indicated on the solieitation that the contributions W@r@ 
matchable; and the checks were made to the order Ob the Primary 
Committee and were  deposited in a Primary Committee account. 

The result o f  the Commis~ion~o failure to approve Audit's 
recommendation left us in the impossible position of accepting 
the Committee's argument that contributions deposited after the 
convention were not primary contributions, but rather were 
undesignated contributions received after the primary election, 
and pursuant to 11 C . F . R .  110.1 were automatically general 
election contributions. This apparently holds true despite the 
fact that contributions received as part of the same 
solicitations were in fact deposited by the Primary Committee 
and matched with -public funds1 

which had the effect of calling these funds contributions for 
the GELAC, the General Counsel and Audit Division recommended 
that the funds received a f t e r  the DOX that were matched should 
be declared ineligible for matching because (as our colleagues 
had just argued) they too were not designated €or the primary. 
This recommendation was made because the contributions 
transferred by the Clinton Cornittee to the G E W C  and the 
contributions that were retained by the primary camittee and 
submitted for matching were indistinguishable in every way: 
they were solicited by the same mailing, mailed to the same 
address, made payable to the same committee end received at the 
same time. Thio motion recognized that if - some of these 
contributions were not designated €or the primary, then none I 
were. Accordingly, the Committee would have had to make a 
repayment of the amount that war mismatched wieh public funds. 
Xncredibly, this motion also failed on a 4-3 partisan split. 

Following the 3-3 split on the Audit*r recommendation, 



statement of Reasons 
Clinton for President Comuittee 
by Commissioner Joan D. Aikens 
comaissioner Let Ann Elliott and 
Commissioner Trevor Potter 

Paps 1 

And so the Committee hac it both ways. Contributions the 
Cornittee received after the convention were considered primary 
contributions that were aatched with public fumds used t o  pay 
primary debto, while other Contributions also received rafter the 
convention f rom the same rolicitationr were conrfdered 
undesignated or redesignated to the GEWC -- a l l  at the whim of 
the Committee. 

we see no legal OK logical way that these post convention 
contributions can be both matchable primary contributions e at 
the Committee's discretion also be undesignated contributions 
to the GEWC. Such a scheme allowed the Clinton Committee to 
manipulate its cash balance and debts to receive public money 
to which it was net entitled. In its 19 year history, the 
Commission has never tolerated such a result. The Commission's 
failure to desiand repayment of this public money is inconsistent 
with Commission precedent and squarely at odds with the plain 
language o f  the statute and regulations, i s  arbitrary and 
capricous, and contrary to law. Failure to approve either of 
the two motions completely underminee the integrity of the 
Presidential Public Funding system and will place this agency in 
an untenable position in trying to enforce the law in future 
el cc t i onr . 
1x1. The Clinton Committee's Real. Entitlenent to Public Honey. 

In their Statement o f  Reasons, Commissioners RcGarry, 
McDonald and Thoeas make the extraordinary statement that their 
votes io block repayment actually "furthers the public financing 
concept" (emphasis in original) beeause it pumps faore taxpayer 
money into the Clinton campaign than the rule6 allow. Their 
argument is that if public financing is good, then more public 
financing must be better. This philosophy, o f  course, turns 
Congress' limited public financing statutes f o r  the primaries 

Presidential audit, until t h i s  one, the ConrmJission has sought to 
protect taxpayer funds by requiring Committees prove they were 
fully entitled to the matching funds they received. 

and the Comfssion's audit rules upside down: for in every t 
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W e  believe that, at a minimum, Congrcsf should be confulted 
before the Coaaanission turn6 a conditional grant of public fund6 
into a flat entitlement for mnaxilsm financing. Purthermorq, 
Such a drastic change of eourte should be subject to the notice 
and comment and other protections of a Pulemaking. Pinally,  it 
i f  grofcly improper to adopt such a free-spending rtandard for 
only one candidate (the current President of the United S t a t e s ) ,  
while every other campaign in the fame cycle.ha6 been held to a 
different and stricter rule. Such a aingulao and capricious 
result is inappropriate and does not “‘fUfthtT@ tha Concept of 
public financing. Instead, it destroys the public’s confidence 
that its money will be audited in a non-partisan manner and the 
rules scrupulously followed vhen it is given t o  any presidential 
campaign . 

Commi ssione t 

fl-4- ‘sy 
Lee Ann Elliott Date 
Coinmi 6 L i one r 

99 /99/ 
Trevor Potter ‘i Date 
Chairman I 
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Second mendaent Foundation 
Center for the Defanoe of Free Entcrpri6e 
American Political Action Comnrittce 
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J.L. 'Skip" Rutherford, as Treasurer 
Clinton-Gore '92 Gcnecal Election Compliance Funda 
and J.L. 'Skip" Rutherford, as Treasurer 

RGSPOND~NTS: William J. Clinton 

RELEVANT STATUTLS/REGULhTZONS: 



Thit matter was genar.ted by a comphlnt filed by hlan 

Gottlieb, Michael A. S i e g e l ,  Todd Berman, 3oscgh P. Tartaro, the 

Second haendment Foundation, the Center far the Defense of Free 

Enterprise, and the American Political Action Coarittee ('the 

Complainants") alleging that Pr@tid@i3t nilliar 3. Clinton and h i s  

authorized committees for the 1992 presidential elasction, Clinton 

for President and Clinton/Gorr ' 9 2  Genesall E%ection Legal and 

Compliance Fund ("the Respondents"1, violated the public financing 

provisions. Attachment 1. 

The Clinton for President Committee ('the Primary Committee') 

is the authorized committee of President Clinton for his campaign 

for the Democratic nomination in the 1992 Presidential elections. 

The Primary Committee received $82,536,135 in public funds for  the 

purpose of President Clinton seeking the 1992 Democratic Party 

nomination. PUK5Uant td 26 U . S . C .  5 9038ta) and 11 C.F.R. 

S 903B.llal(l~, the Comission conducted an audit  and examination 

of the Primary C ~ ~ i t t e e * s  receipts, disbursements and qualified 

- I./ The  Committee registered with the Commission as the Clinton 
fxplorrtory Committee on August 21, 1991. On October 10, 1991, 
the Cornittee filed an amended Statement o f  Organization to change 
its name t o  the Clinton for President Col~leittec. 



Campaign expenses. Qn December 27, 1994, the Cornsairsion approve4 

the rim1 Audit laport on the Primary Co¶mittee.- 2/ 

The Clinton/Gore '92 Cotrtsittea ('the General Election 

Committee') is the authorized COmitteh of Presldent Clinton and 

vice-President Albe re bora .l/ 
received $55,240,000 in public funds fop the purpo6e o t  electing 

president Clinton and Albert Gore t 9  the offices of Prerident and 

vice president, respectively, of the United States. The 

Clinton-Core @ 9 2  General Election Compliance fund ('Compliance 

Fund or CELAC') is the authorized general. election legal end 

The Gene rsll Elect ion Compai t tee 

accounting compliance fund for the General Election Committee.- d/ 

Pursuant to 26 U.S.C. S 9007(a) and 11 C.P.R. S 9007.1ca1~11, the 

Commission conducted an audit and examination of receipts, 

disbursements, and qualified campaign expenses of the General 

Election Committee and the Compliance fund. On December 27, 1994, 

2/ On February 13, 1995, the Co ission made a final 
acterrination that President Clinton and the Primary Committee 
must repay $1,342,776 t o  thh United States Treasury. On this same 
date, the Commission also made a final determination that 
President Clinton and the Primary Committee must pay 540,859 to 
the United States Treasury for stale-dated checks. On January 30, 
1995, President Clinton and the orirary Comnittee submitted a 
$1,383,567 check made payable to the  United States Treasury. This 
check represented the full amount owed to the United States 
Treasury. 

- 3/ The Central Election Coloarittee registered with the Commission 
on July 17, 1992. 

4/ The: Compliance Fund registered with the Commission on Ray 1 6 ,  
1992. 
- 
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the Coaslisrion approved the Finof Audit Report on the Cencoel 

Election Committee and the Conplianccr Pund.- 

1 f . FAC'Pulbt AND Lt6AL A H U Y ~ I ~  

A. Fin41 Audit Report 

The propoecd rinal Audit Repost on the Primary Committee 

s/ 

presented to the Commission by the Audit Division noted that as of 

July 15, 1892, the candidate's date O f  ineligibility, the Primary 

committee had net outstanding caapaign obligatione totaling 

$1,878,618. Attachment 3 at 9s. R~wever', between July 16, 1992 

and September 2, 1992, the Primary Committee received 

contributions totaling $5,275,920. - Xd. Of this amount, the 

Primary Committee transferred $1,419,159 t o  the Compliance rundle$' 

- Id. at SQ. 

majority of the transferred contributions were designated for the 

Primary Committee, rather than the General Election Cowafttee, 

The proposed tinis1 Audit Report concluded thst the 

5 /  On June 1, 199§, the Conmission made a final determination 
that President Clinton and the General flection Commiktee mure 
repay S04,42L to the United States Treasury. Clinton-tore 
Statement of Reasons supporting the Pins1 Repayment Determination. 
On this same date, the Commission also made a Llnal determination 
that prtrident Clinton and the General Election Coaaittee must pay 
529.640 to the United States Treasury for  stole-dated cheeks. Id. 
On January 30, 1995, Preaident Clinton and the General. Election- 
Committee submitted a $109,061 check made payable to the United 
Stater Treasury. This check represented the tu31 amount owed to 
the United Stater Treasury. 

- 6 /  t h e  Audit Division did not considar 38,025,604 in private 
contributions that were transferred to the Compliance rund a f t e r  
September 2, 1992. Thir is the data that the Audit Division 
calculated a s  the Committee no longer having net outstanding 
campaign obligations. Attachment 3 bt 86. therefore, the 

- 

Committee was no longer entitled to oaeehing payments. 11 C.F.R. 
5 9034.l(b). 



because such ContributiOnS Were UOliCfted, mado payable to, 

received, deposited, and reported by the Primary  committee.^' - Id. 

Be 9 0 .  

The Primary Cornittee received matching fund payments of 

51,431,539, $1,786,327, a d  $2,825,181 On August 4 ,  1992, 

Segteaber 2 ,  1992 and October 2, 1 9 9 2 #  respectively. - Id. at 95. 

By transferring $1,419,153 to the Compliance Fund, the Primary 

Committee received additional matching fund payments because the 

primary Committee's statement of Net Outstanding Campaign 

Obligations ("NOCO StatementR) continued to show net outstanding 

campaign obligations. g. at 07-95. Therefore, the Final Audit 

Report presented to the Commission by the Audit Division concluded 

that the Primary Committee received $3,440,349 [($5,275,920 4 

$1,431,599 + $1,786,327 + $2,825,181) - $7,878,6781 in excess of 

the candidate's entitlement. 
( 

The proposed Final Audit Report recommended that the 

Commission make an initial determination that the Committee repay 

- 7/ The Final Audit Report noted that the Primary Committee's 
final matching fund submission contained contributions deposited 
through August 5, 1992. Attachment 3 at 91. The Primary 
Committee transferred monies to the Compliance Fund from 
contributions that were deposited on or after August 6, 1992. Id. 
Therefore, the Audit Division sampled contributions from the f i n a l  
matching fund submission and compared them with those 
contributions that were designated as Compliance Fund 
contributions to determine whether these contribution checks had 
different payee or election designation information. - Id. The 
Audit Division noted no difference. - Id. 
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5 3 , 4 4 0 , 3 4 9  to the United states Treasury.?/ A motion Supporting 

the Audit Division's recsmendatlon failed by a three to three 

vote. H. The Csmlscion cannot take any action under the 

presidential Primary Hatching Payment Account Act unless it hac 

the affirmative vote of 4 menbero.2' 

Therefore, the Commission was unable to make am initial 

determination that the Committee repay $3,440,349 [($5,27§,920 + 

$1,431,599 + $1,786,327 + $2,825,1811 - $7,878,6781 to the United 
States Treasury for receiving funds in excess of its 

ent i t 1 ement . 

2 U.S.C. 5 437c(e ] .  

B. complaint and Re6gQnhe 

The complainants assert that "President Clinton engaged in a 

scheme to enhance the resources available €or the promotion of his 

candidacy in the 1992 general election. and that the Primary 

Committee "manipulated its post-convention cash balance and debts 

in order to receive public matching funds to which [President) 

Clinton was not entitled and were used in the general election by 

the [Compliance F'undl." Attachment 1 at 3. The Complainants 

8/ During the Commission's consideration of the proposed Final 
Audit Report, the Commission decreased the amount of non-qualified 
campaign expenses for the primary that was paid to benefit the 
general election. Attachment 3 at 68. This results in a $424,602 
increase in the Committee's matching fund entitlement and a 
corresponding decrease in the recommended repayment. Attachment 3 
at 95. Therefore, the adjusted repaymerat amount recommended by 
the Audit Division would have been $3,015,747 (53,440,349 - 
5424,602). 

- 9/ contributions unmatchable unless specifically designated €or the 
primary election also failed by a three to three vote. Attachment 
3 at 96. 

- 

A second motion to consider all post date of ineligibility 
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contend that the Respondents' actions violated 26 U.S.C. $S 9036 

and 9637 and 11 C.P.R. 5 9603.3(8)(1)(iii)(A) and (D). The 

complainants raise three points in support ob their allegations. 

First, the Complainants contend that between July 16, 1992 

and October 2, 1997, the Primary Committee submitted matching fund 

requests for over $6 million, which it asserts  were granted by the 

Coxmission Based on the accuraey of the Coamitteevt NOCQ 

Statement. la. The complainants elaim that the Primary Committee 

deposited private contributions in excess of S5.8 million between 

July 16, 1992 and October 2, 1992. - Id. at 5. However, the 

Complainants allege that the Primary Committee transferred $2 .4  

million of these contributions to the Compliance Fund rather than 

applying these contributions to reduce the debts remaining after 

the candidate's date of ineligibility. Id. 
Second, the Complainants clair that the Primary Committee 

received funds which it was not entitled to receive. By 

transferring such monies to the Compliance Fund, the Complainants 

state this action "had the effect of skewing the  . . . 'NOCO' 
which is the basis for receiving public funds to retire the 

[primary] campaign debt." Id. at 5. The Complainants argue that 

the "respondent's actions to inflate the NO60 by divert[ing] post 

convention contributions from use in retiring primary election 

debt in order to receive close to $3 million in public funds to 

which Clinton was not entitled violates the Presidential Hatching 

Funds A c t ,  26 U.S.C. sectionlsl 9034 and 9037 and are an illegal 



. .  

violation of 11 C.F.R. aection[r] 9003.3(a)(l1(iii)(A) and ( D l . "  

Id. 

Third, the Complainants Contend that the Primary Committee 

violated the public financing provioions by having certain 

contribution6 matched after the date of ineligibility that should 

not have been matched. The Complainants note that the 

contributions transferred to the GELAC were received by the 

Primary Committee in response to primary solicitations. 

5-6. The Complainants assert that these contributions are similar 

to the contributions that were submitted €or matching by the 

Primary Committee a f t e r  the date o f  ineligibility. - Id. 

Therefore, the Complainants argue that i f  %he contributions 

transferred to the GELAC were not designated for the Primary 

Committee (but actually intended for the GELAC), then' similarly 

designated contributions received after the date of ineligibility 

should not have been matched for public funds. I I d .  Thus, the 

Complainants contend that "the act of making a submission for  

- I d .  at 

matching funds based upon non-matchable contributions is a 

violation of 26 U.S.C. sectionibl 9034 and 9037." - Id. at 6. 

The Complainants contend that because "the respondents 

committed knowing and willful violations of the Presidential 

Primary Hatching Payment Account Act, the Commission should impose 

pursuant to 2 u . S . C .  S 4 3 7 9 ( a ) ( 5 ) ( 8 )  a penalty in an amount equal 

to 2008 of the contributions and expenditures in violation or $5.8 

million." E .  at 7. 



. -9 - 
The Respondents assert that the Co iS6aon Should di6mi6S the 

complaint because it baits to srdescribe 6. violation of a Statute 

or regulations' as required under 11 C . F . R .  0 111.4bd)(3)." 

Attachsent 2 at 1. The Respondents claim that the receipt of 

fund6 in excess O X  a candidate*r entitlement i s  a repayment matter 

rather than a violation oi the Federal Election Campaign Act of 

1971, a6 amended, ( .FECAa) or the Prtaidential Primary Ratching 

Payment Account Act. g. et 1-4. The Respondents argue that the 

Comrnissfon d i d  not make a repayment determination on this matter 

i n  the audit and repayment context and that retroactive finding 

of receipt of funds in excess ob entitlement has never been 

treated as a violation of anything and [they] fail to see what 

provision would be violated." - Id. at 1. The Respondents assert 

that "while there are certainly some Title 26 repayment matters 

that may also be the subject of a Titlo 2 enforcement action, this 

is not such a case . . . There was no excessive spending {by t h e  

Committee], nor was there any excessive contribution received [by 

the Committee] ." - Id. 

Th'e Respondents contend that the complainhnts are estopped 

from pursuing their complaint based on res judicata and collateral 

estoppel principles. E. Specifically, the Reipondents claim 
that because the complaint arises from the Commission's repayment 

matters, the Commission has a l r e a d y  addressed these matters in the 

audit and repayment context. g. Therefore, the Respondents 
assert that because no repayment was due to the United States 

Treasury stemming from the receipt of public funds in excess of 
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its entitlement, no violation of t h i o  provision could have 

occurred. - Id.  

Finally, the Respondents argue that the transfer of 

$2,444,559 from tRe Primary Committee to the GELAC was a 

ptrmisribfe and proper transfer beCaU6e the contributions were 

intended for the GELAC. Id. at 5. Specifically, the Respondents 

a6Sert that these Contributions "were underignated in accordance 

with 11 C.F.R. $ 110.l(b)(2) and, therefore, were intended for the 

next election." - Id. The Respondents further assert that the 

contributions in question were not received in response to primary 

solicitations, and that contributions transferred to GELAC were 

distinguishable from those submitted fot matching. - Id. at 1. The 

Respondents assert that even though it6 vendor processed there 

contributions as "redesignationr," such contributions were not 

"redesignations." - Id. at 9. 

C. Legal Framework 

Every candidate who has been notified by the Commission that 

he or she has successfully satisfied eligibility and certification 

requirements is entitled to receive payments under 26 u.s.C. 

5 9037 and 11 C.F.R. 5 9037. 26 U . S . C .  5 9034ca) and 11 C.F.R. 

5 9 0 3 4 . 1 ( a ) .  During the candidate's period sf eligibility, t h e  

candidate is entitled to receive public funds to the extent that 

he or she receives matchable contributions.- I*' 11 C.F.R. 

- 1 o/  The total amount of payments to which a candidate is entitled 
to receive shall not exceed 50 percent of the expenditure 
limitation applicable under 2 W . S . C .  5 441atb)(l)(~). 26 U.S.C. 
5 9034(b) and 11 C.F.R. 5 9034.1(d). 

.. 
2104.9 - 
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s 9034.1(a). 
the Candidate is only entitled to public funds Lor matchable 

contributions if on the date of ineligibility, the candidate has 

net outstanding campaign obligations.- "' 11 C.F.R. 5 9034.l(b). 

Net outstanding campaign obligations are the difference between 

the total of all outrtanding obligations for qualified campaign 

expenses as of the candidate's date of ineligibility plus 

estimated necessary winding down COSt6, lesa cash on hand as of 

the close of business on the last day of eligibility, including 

all contributions dated on or before that date whether or not 

submitted for matching. 11 C.F.R. S 9034.5(a)(l] and ( 2 ) .  

However, after the candidate's date of eligibility, 

Within 15 days after the candidate,s date of ineligibility, 

the candidate shall submit a NOCO Statement. 11 C.F.R. 

s 9034.5(a). The NOCO Statement will reflect the candidate's 

financial status as o f  the date of ineligibility and it will show 

whether the candidate has net outstanding campaign obligations. 

Explanation and Justification for Regulations on Presidential 

Primary Hatching Funds, 4 6  - Fed. Re_g. 5229 (Feb. 4, 1983). 

Each treasurer of a political committee shall file reports of 

receipts and disbursements and sign such reports. 2 U.S.C. 

5 434(a)(l). Each individual having the responsibility to file a 

required report or statement shall a150 sign the original report 

or statement. 11 C . F . R .  5 104.lQ(a). Each treasurer of a 

11/ A candidate must repay the amount of public funds that are 
received in excess of the amount needed to satisfy the net 
outstanding campaign obligations. 26 U . S . C .  $ 90381b111) and 
11 C.F.R. 0 9038.2(b)(l)(i). 

- 



political committee, and any otheh person rcgufred to file any 

report or statement under the Comai6sioa*s regulation6 and under 

the Act shall be perronally responsible for the timely and 

complete filing of the report or statement and for the accuracy of 

any information of statement contained in it. 

5 104.14(8). Such reports m d  statements include MQCO 

Statemcnts.z/ Explanation and ~ustification for Regulations on 

presidential Primary Hatching Funds, 52 I_ Pod. Reg. 20670 (June 3, 

1987 1 .  

11 C . I . R .  

Xn order to be eligible to receive public funds for the 

general election, a major party candidate must certify to the 

Commission that he or she will not accept private contributions to 

defray qualified campaign expenses. 26 U . S . C .  k 90Q3(b)(2). 

However, a major party candidate may establish a legal and 

accounting compliance fund and accept private contributions into 

the fund i f  such contributions are received and disbursed in 

accordance with 11 C . F . R .  S 9003.3. 11 C . F . R .  S 9003.>(a)(l)(i). 

Pursuant to 11 C . F . R .  S 9003.3(a)(l)(ii), private contributions 

received during the matching payment period that are remaining in 

the primary committee's accounts, which are in excess of any 

- 12/ The Notice 0.1 Proposed Rulemaking for revisions to the 
public financing regulations "included a sentence in 
paragraph (a) o f  fsectisn 9034.51 requiring treasurers to 
sign all Statements of net outstanding campaign obligations 
("MOCO Statements"). This sentence was removed from the 
final regulations as unnecessary since treasurers are 
required to sign a l l  reports and statements filed with the 
Commission under 11 C . F . R .  fi 104.14." 52 Fed. 9. 20670 
(June 3, 1987). Therefore, NOCO Statementsrc included as 
reports and statements which a treasurer must sign. 

I 

2105.1 
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amount needed to pay primary expenses OK repay the Presidential 

primary Natching Payment Wcsount, may be transferred to the legal 

and accounting compliance fund without regard to contribution 

limitations.2' 

beginning of the expenditure report period end are designated for 

the primary, but which exceed the contribution limitation Lor the 

primary, may be transferred to or deposited in the legal and 

accounting compliance fund if the ctandie?ate obtains the 

nowever, contributions that are made after the 

contributor's redesignation in accordance with 11 C.F.R. S 110.1.- I a/  

11 C.F.R. S 9003.3(a)(l)(iii). Pursuant to 11 C.F.R. 

s llO.l(b)(4)(i)-(iii), e contribution shall be considered to be 

designated in writing for a particular election if: (1) the 

contribution is made by check, money order, or other negotiable 

instrument which clearly indicates the particular election with 

respect t o  which the contribution is made; ( 2 )  the contribution is 

accompanied by a writing, signed by the contributor, which clearly 

indicates the particular election with respect to which the 

contribution is made: or (3) the contribution is redesignated in 

accordance with 11 C.F.R. 5 110.l(b)(S)~ 

- 13/ 
nomination of a party which nomi.mtes its Presidential candidate 
at a national convention begins "January 1 of the calendar year in 
which a Presidential general election i s  held" and it ends .the 
date on which the party nomina'es its candidate." 11 C . F . R .  

- 1 4 /  In the case of a major party candidate, the expenditure 
report period begins on September 1 before the general election 
or the date major party chooses its nominee and the period ends 
30 days after the general election. 11 C.F.R. 5 9002.lt(a). 

The matching payment period for Candidiates seeking the 

9032.6. 

. 



contributions that do not exceed the eoneribueorb6 l i m i t  for  

the primary may be redesignated and deposited in a legal and 

accounting compliance fund only i f :  (1) the CQRttibUtiont 

represent funds in excess of any amount needed to pay remaining 

primary expenses; (2) the redesignations a m  received within 60 

day6 of the tneasurer'r receipt of the  eontrdbutionr; ( 3 )  the 

requirement$ of redesignations ruler have been Sati6fitd; and (1) 

t h e  contributions have not been submitted for matching. 11 C.F.R. 

5 9003.3(a)(l)(iii)(A)-(D). 

D. DiSCU66iOn 

The Complainant6 contend that the Respondents violated the 

public financing provisions by: (1) transferring funds to the 

GELAC when primary debts were remaining and ( 2 )  receiving funds in 

excess of entitlement after the candidate'r date of ineligibility; 

or ( 3 )  submitting matching contributions to the Commission after 

the candidate's date of ineligibility that should not have been 

matched. The Office of General Counsel agrees with the 

complainants' first point. However, the Complainants* second 

point stems from the  passiwc accepesnce sf public funds after the 

date of ineligibility. The third point is merely an alternative 

to the second point which assumes that the priva'.e contributions 

received after the date Qf ineligibility were Rot designated f o g  

the Primary Committee. This Office believes that the focus of 

this enforcement action should be on the affirmative act of 

submitting a misleading NOCO Statement of the C3mmission. 



hc of suly 15, 1992, the candidate's data of ineligibility, 

the primary Committee had a deficit of $8,303,280. Attachment 3 

at 96. Therefore, the Primary Committee vas required to pay its 

primary expenses bcfooe it could transfer or redesignate any 

private conteibutione to the Compliance Fund.- "' 11 C . F . R .  

ss 9003.3(a)(l)(iii); see also, 11 C.F.R. L 9034.1(b). The 

transfer of $1,419,153 from the Primaaey Committee to the 

Compliance Fund was not in accordance with 11 C.F.R. 

5 9003.3(A)(l)(iii) because such contributions were primary 

contributions which the Primary Committee should have applied 

towards the reduction of its primary expenses. The Respondents 

claim that the transfer was permissible. The Respondents Contend 

that the contributions were originally intended f o r  the Compliance 

Fund, and, therefore, the Primary Committee was not required to 

satisfy its primary debts before the funds were provided t o  the 

compliance Fund. 

The determination of whether a contribution i s  designated fo: 

a particular election turns on the contributor's donative intent. 

- see Advisory Opinion ( " A O " )  1990-30. 

$1,419,153 in contributions transferred to the Compliance ~ u n d  by 

the Primary Committee were contributions designated to the P r i a a r y  

election since they were made payable to "Clinton for President" 

or a similar entity, and were solieited, received, deposited and 

In this officev$ view, the 

- 15/ Pursuant to 11 C.F.R. S 9 0 0 2 . 9 2 ( 8 ) ,  t h e  expenditure report 
period for President Clinton began on July 15, 1992, the date he 
was nominated as the 1992 DarcPccatic Party nominee for the Office 
of President of the United Stakes. 
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reported by the Primary Committee when it hrd net outstanding 

campaign obligations. 

5 110.1(b)(4)(i). l'urther, the Audit Division sampled 

contribution6 from the Primary C011~dttee*6 final matching fund 

submission with thoro contribution6 th5t were derignated as 

Compliance Fund contribution6 to determine whethet these 

contribution checks had different payee Of election designation 

Attachment 3 %t 908 - see -* a l s o  11 6.r.R. 

information. Attachment 3 at 91. No difference was noted.- 16' I d .  

Therefore, it is the view of this office that the contribution 

checks demonstrate that the contributors intended to give the 

contributions to the Primary Comaittee. Thu5, the office of 

General Counsel rscomendr that the Commission find reason to 

believe that the Clinton for President Committee, it5 treasurer, 

J.L. "Skip" Rutherford, William J. Clinton, the Clinton-Gore ' 9 2  $, 

General Election Compliance Fund, and J.L. "Skip" Rutherford, as 

Treasurer, violated 11 C.F.R. 0 9 0 0 3 . 3 ( a 1 ( 1 ) .  

The Primary Committee Cannot apply the GELAC transfer and 

designation rules in a manner that will allow-it to arbitrarily 

claim that certain contributions are matchable primary 

rontributionsz' and reverse its position t o  increase i t s  

.- I6/ Although the Respondents contend that 'the I a ludilors * 
contention that the funds transferred to GELAC are 
indistinguishable from those funds sublaittee for matching from 
July 17 to August 4 is factually inaccurate,' they provide no 
basis €or this assertion. See Attachment 2 ,  note 1. 

17 /  The Respondents assert that "only those contributions 
received after the debt which specifically have "primary" or 
"prirrary debt. written on the check . . . should be treated as 
primary contributions.' Attachment 2 at 6. Contrary to these 

- 
- 

- 
21055 - 
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entitlement to public funds by claiming that Sisilarlgr designated 

contributions are intended for the C & t h C . s ’  

51,419,153 to the compliance Fund rather than applying private 

contributions towards its remaining primary expenses, the Primary 

Committee received $3,015,747 ( ($9 ,275,920 4 $1,431,599 4 

$1,786,327 + $2,825,181) - $8,303,2801 i n  matching fund6 that it 

was not entitled to receive. Attachment 3 at 87-96. 

By transferring 

- The Primary Committee received these public funds Qnlv 
because its NOCO Statements reflected net outstandina c- 

obliqations. Attachment 4 ,  see also, 11 C.F.R. 5 9034.1(b). 

Therefore, the Primary committee, its Treasurcr, and the cllndiaatr 

had a duty to submit NOCO Statements that accurately reflected the 

Committee’s outstanding obligations and asset@.- - See 11 C . F . R .  

5 104.141d) .  The duty to submit NOCO Statements that are as 

(Footnote 17 continued from previous page) 
assertions, 11 C.F.R. S lPO.l(b)(BI(i) does not require the words 
“primary” or “primary debt” to appear on a check f ~ r  such a 
contribution to be designated for a primary election. 

- 18/ 
the Cemmissisr. would result in disparate treatment of incumbents 
and challengers. Attachment 2 at 8. Specifically, the 
Respondents assert that -because incumbents often use a similar 
name for both primary committees and GELhC committees, checks made 
payable to t h e 3  often have identical names . . . this gives them a 
great deal of discretion a s  to how t o  a t t r i b u t e  contributions.’ 
- Id. Although this Office recognizes that incumbent office holders 
often have similar names for their primary and 6ELAC committees., 
nothing prohibits challengers from doing the same. 

19/ Pursuant to 11 C . F . R .  S 9034.S(a), the candidate and 
committee are required to file the NOCO Statement. See 11 C.F.R. 
5 9032.l(c). 
Statement. 11 C . F . R .  5 104.14(a) .  

The Respondents asscrt that a Keason to believe finding by 

- 
The treasurer also has a duty to file the NOCO 
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accurate as pos6iblO ir important to tho public financing system. 

The significance of t h i r  proceor is dwBOnStrated by the f a c t  that 

the payment of public fundo based om NOCO StatesPentS i o  the only 

area of public financing where the Commission may temporarily 

suspend the payment of public funds, prior to en audit and 

examination, to avoid an overpayment.3' 11 C.F.R. S 9034.5(9)(P). 

The Primary Committee submitted its MQCO Statements 

reflecting net out6tanding Cawpaign obligation6 for which it 

should have used the private eontributloas to satisfy. - See 

11 C.F.R. 5 9034.1(b). The private contributions that were 

ultimately trans€erred to the Compliance Fund were available to 

the Primary Cormittee. Aowever, the Primary Co ittee did not 

apply the private contributions to the primary debt and, 

therefore, it submitted NOCO Statements that wet@ an inaccurate ( 

picture of the candidate's financial status. Therefore, the 

Office of General Counsel recommends that the Comission find 

reason to believe that the Clinton for President Committee, and 

J.L. "Skip" Rutherford, as Treasurer, end William Y. Clinton 

violated 11 C.F.R. 5s 104.1Q(d) and 9034.5(a) .  

The Respondents argue that a candidate's receipt of aatching 

funds in excess of his entitlement is a repayment matter that may 

not also be the subject of an enforcement action. Xence, the 

2 o/ In other situations where the candidate receives funds in 
excess of entitlement, the Commission will have already certified 
the funds and will only seek redress after the audit and 
examination has been completed. 11 C.F.R. SS 9038.2(b)(l)(ii) and 
(ivl. 
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Rtspondentr argue that no enforcement action can be taken against 

the CorPlDittee for the receipt of matching funds which exceed the 

amount that a candidate is entitled to receive. - See 26 W.S.C. 

s 9038(b)(l) and 11 C.F.R. S 9038.2(b)(l). HOWeVerr the violation 

in tbir ratter does not involve the act of receiving the public 

funds, but t h e  act of submitting misleading NOCO Statements eo the 

Commission. Furthermore, the Comuis6ion is not precluded from 

pursuing an enforcement action arising from violations of the 

public financing provisions that require repayments to the united 

States. Treasury.z/ 

1330, 1337 (D.D.C. 1981). For example, the Cosnffdssion may pursue 

a Committee for incurring expenses in excess of the state and 

overall expenditure limitations. 2 U . S . C .  $ 441a(b)(l)(~). 

Reagan Bush Committee v. FEC, 525 F. supp. 

211 Contrary to the Respondent's assertions, the Comrnission8r 
failure to make a repayment determination does not preclude the 
Commission from acting upon the complaint based on res judicata 
and collateral estoppel principles. Sea Attachment 2,  p. 1. This 
Office recognizes the difficulty presented in pursuing this matter 
given the outcome in the repayment context. See HWR 3708 
(FOllObfing a couet order, the Commission pursuea enforcement 
action against committee after the Commission was unable to 
approve an advisory opinion sought by the committee). Hovevtr, 
the Commissi~n failed to reach a decision on th? repayment 
recommendation on a 3-3 vote. Thus. there is no binding 
determination that would preclude a CQmmission decision in this 
matter. In any evento the repayaent process an6 enforcement 
process involve separate and distinct'procedures. Compare 
2 U.S.C. S 437g(a) and 26 U.S.C. S 9038(b); Rea an Bush 
Committee v. FEC, 525 F. Supp. 1330, 1337 (D.D.C. --%-T- 19 1) 
Therefore, by statutory design, a Commission decision to pursue an 
enforcement action is not precluded by its dec'sion not to seek a 
repayment based upon the same facts. The analysis in this report 
is consistent with the analysis contained in this Office*$ 
comments on the proposed Final Audit Report for the Committee 
which contained the initial repayment determination. See Legal 
Comments on the final Audit Report on the Clinton for President 
Committee, dated November 3 ,  1994. 

- 

-. 

- 
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giovever, exceeding the expenditure Piaitetion is also a b e s i r  for 

repayment. 11 C.F.R. S 9038.3(b)(2)(iP)(A%. As long as the 

public financing provision is similar to the act of exceeding the 

expenditure limitation, the Commission m y  pursue an enforcement 

action for apparent violations of the provision. The requirements 

that the Committee incur expemseo w i t h i n  I limitation and rsubanbt 

accurate NOCO Statements art similar in that they both place an 

affirmative duty on the  Committee. 

1x1. Di6CUS%ion of Conciliation and Civil Penalty 
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RECQWENDATXQNS 

E 

c 
17% 

1. 

2 .  

3 .  

4 .  

5 .  

Find reason to believe that the Clinton for President 
Committee, and J . L .  "Skip. Rutherford, as treasurer, the 
Clinton-Gore $992 General @lect$On Compliance rund, and 
J . L .  'Skip" Rutherford, as treasurer, and William 3. 
Clinton violated 11 C.F.R. 5 9003.3(a)(lI; 

Find reason to believe that the Clinton for President 
Committee, end J.L. "Skipm Rutherford, iJS treasurer, and 
William J. Clinton violated 111 C.F.R. 5 5  104.14(d) and 
9Q34.5(a); 

Enter into Conciliation with the Clinton f o r  President 
Committee, and 3 . L .  "Skip" Ruthcrfordr as treasurer, the 
Clinton-Core '92 General Election Compliance Fund, an$ 
J.L. "Skip" Rutherford, as treasurer, and William J .  
Clinton prior to a finding of probable cause to believe; 

Approve the attached proposed Conciliation Agreement; 

Approve the appropriate lette 

eneral Counsel 

Attachments: 

1, Complaint dated narch 9, 1995 
2. Respondents' response to complaint dated April 2 4 .  1995 
3. Final Audit Report on Clinton for President Committee 

approved by the Commission on December 2 7 ,  1995 
4. Primary Committee NOCO submissions 
5. Proposed Conciliation Agreement for President Clinton 

and the Clinton for President Committee 
6. Proposed Conciliation Agreement for Clinton-Gore ' 9 2  

General Election Compliance Fund 
7. Proposed Factual and L e g a l  Analysis for President 

Clinton, the Clinton for President Committee 
8. Proposed Factual and Legal Analysis for the 

Clinton-Gore ' 9 2  General Election Compliance Fund 
- .. 



BEFORE THE FEDERAt ELECIIQM 

In the Matter of 

William J. Clinton 
Clinton for President: Committee 
J.L. *Skip* Rutherford, as Tr@asurer 1 
Clinton-Gore ' 9 2  General Election 

J.L. "Skip* Rutherford, as Treasurer 
Compliance Fund 1 

STATEMXNT OF REWSONS 

Commissioner Joan D. Aikens 
Commissioner Lee Ann Elliott 
Commissioner Trevor Potter 

on August 15, 1995, the Comission declined by a vote 
of 3-3 to find reason to believe that the Clinton for  
President Committee, and J.L. *Skipm Rutherford, ae 
treasurer, the Clinton-Gore '92 General Election 
Compliance Fund, and J.L. mSkip* Rutherfoxd, as treasurer, 
and William J. Clinton violated 11 C.F.R. 0 9003.3(a) (1). 
The Commission also decliced by a vote of 3-3 to find 
reason to believe that the Clinton for President 
Comiteec, and J.L. *Skipa Ruthe-ford, as treasurer, and 
William J. Clinton violated 131 C.F.R. SS 104.14(d) and 
9034.SIa). These violations involve t transfer of 
contributions from the Primary Commit 
Fwzd, and the submission of misleading Statement of Net 
Outstanding Campaign Obligations ( *NObD Statements* 1 
inaccurately ref lecting t!re C -.tee B outstanding 
obligations. 

By way of background, on December 15, 1994, the 
Commission considered almost identical issues with regard 
to the proposed Final Audit Report on the Primary 
Committee. In that Report, the Audit Division noted that 
as of July 15, 1992, the candidate's date of 
ineligibility, the Primary Committee had net ou,tstanding 

the Compliance 

2106? 
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Statement easOaO Page 2 
m 4192 
C ~ s s i o n e r s  Aikens. Elliott, Potter 

campaign obligations totaling $7,878,698. Between 
July 1 6 ,  1992 and September 2, 1992, the Pritnargr Committee 
received contributions totaling $5,275,920, asid 
transferred $1,419,153 of this amp1Elt to the Compliance 
Fund. The Primary C o m i E e e e  received matching fund 
payments of $1,431,599, $1,986,327, ana $2,825,183, on 
August 4, 1992, September 2, 1992 and October 2. 1992, 
respectively. Therefore, the Report concluded that the 
Primary Committee received $3,440,349 [($5,275,920 + 
$1,431,599 + $1,786,327 4 $2,825,181) - $7,878,6981 in 
excess of the candidate's entitlement, and recommended 
that the Commission make an initial determination that the 
Committee repay $3,440,349 to the United States Treasury. 

A motion supporting the Audit Division's 
recommendation for the Final Audit Report failed by a 3-3 
vote. A second motion to consider all post date of 
ineligibility contributions unmatchable unless 
specifically designated for the primary election also 
failed by a 3-3 vote. Timely Statements of Reasons were 
written by both the declining and supporting Commissioners 
addressing the reasons for the vote. 

upon which the Commission split 3-3 are virtually 
identical to the recommendation in the proposed Final 
Audit Report that the Commission split 3-3, we hereby 
adopt the Statement of Reasons we wrote concerning the 
proposed Final Audit  Report. That Statement o€ Reasons 
was signed by the undersigned Commissioners on 
December 29, 1994, and is found at Attachment A. The 
Sratement of Reason6 written by the declining 
Commissioners concerning the proposed Final Audie Report 
is dated December 16, 1994, and is found at Attazhment B 
because it is referred to in our Statement of Reasons in 
Attachment A. 

Because the recommendations at the enforcement phase 

q. 2p - 46 
Date 

L 3 .  a €4 as 
Joan D. Aikens 
Commissioner 

Commissioner 

Trevor Potter 
21062 - Commissioner 
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Post-election 
repom point 
to new records 

~ __ ~- 

By Edward Zuckennan 
Editor 81: Publisher 

Demonstrating loyalty to their party, the Federal Election 
~~on’sDunouaricmunburrecentlypnventedrheakencyfrom 
demanding a $3.4 d o n  refund of ‘2“cpayers” money by the committee 
that managed Bill Clinton’s campaign forth& party’s 1992 presidential 
nomination. 

Ttreir mte~ to reject an zudit nrff recommendation, which was offset by 
Republican votesthat favored it, dredinagurism 3-3dadIock that appeared 
to defuse a potentidy crplosive political h&e for Pmideor Clinton. 

‘We’ve never + U o d  th is  to happen,” Republican Commissiow Joan 
hilrenr said, rcfming to a mtnipdacion of cazupiiga mcnua that have 
triggad past FEC dtBllndr from previous presiahtial candidate. 

Zia Rrmrt brought a veiled mon. ‘A lot of decisions rhu hnn come out 
I@”tbrurd on Page 4 
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F&C deadlock erases 
potential $3.4 million 
payment from Clinton 
F o m  4 7  11 
of here have gone beyond me ...I'll be 
happy to supply a Iii: Democrat 
Danny Lee McDonrld said. 

Had the recommendation been 
approved when the Cornminion fin- 
ished reviewing the audit of Clinton's 
nomination and presidential cam- 
paigns at its D-ber 15 meeting, iK 
would have raulted in the blgga 
repayment demand sine the pmi- 
dentid financing prognm ~ e d  in 
1976. 

The Cornminion approved other 
audit findings, resulting in approxi- 
matelyS50;),000 worthof repayments 
by the WIMIittCtX that riltl C h o n ' s  
nomination and g d  election cun- 

Altogether, the &ton for Pmi- 
dent Committee W l l d s 1 2 3 3 f i 1 3 5  
from the U.S. Trasury to defray its 
primaryeleuion, convmtion and pon- 
campaign 'winding down' cons. 

After examining the committee's 
records of an &mated 241.000 con- 
uibutionr and 29,000 disbursemenu, 
the FEC's auditors concluded that al- 
most one-founh of the amount pm- 
vided bytaxpayersshouldn'thavebtcn 
collecred. 
As they explained in omseaion of 

their voluminous report, Clinton's 
campaign continued to raeive a tor- 
rential outpouring of contributions 
after he aptured the nomination at 
the Democratic national convention 
in New York City. 

Most of the post-nominuioncon- 
tributions, totalling 55.863.410 in all, 
along with another batch of jus-un- 
der-the-wire pre-nomination gifts, 
weresubmitredto thegovernment for 
matching fund payments. In Ji, 
Clinton's nomination ~mpaign  com- 
mittee reaived 56.013,10? in r h r r  
posttonventioninnrllmtaufromthe 
U.S. Treasury. 

Clirnton's committ+~ had net out- 
standing debu toding 59,588,794 
when hu campaign for the nomina- - 

I, e F  0 

99034.1 Candidate entidemenu 

(a) A candidate who has been notified by &e Cammkslon that he or she has 
successfully satisfied e l i l l iw and cenlfiotion requlremenu Lr entided IO 
rrcelve payments In an amount equal 10 the amount of each nulduble 
carnwlm conulburion recelved tw the candidate, . -  

(b) If on the dote of Ineliirr, a Undidate hu net w w g  mppl@ 
dipdonr, chat undidare m y  continue 10 rcecehn payments 
foraurdrsBkconulbutionrRcchndanddcpodtedMIorkforrDtcem- 

on u m e  to a s u d  conclusion, 
ie FEC's auditors determined. 
Under law and the FEC's regula- 

tionr, Clinton's ~ m m i t t ~ ~  was re- 
quired to use its post-convention con- 
rributionseoertinguish iudebu. Had 
&e regahions been followed, the 
cornminec would have used its post- 
convention conexibutions to reduce 
its debt bySS.8 million ... and the com- 
mittee would have been eligible to 

collect another 51.7 million to pay iu 
rrmrinringdebts mdanotherS900,000 
tocoveritspostconvention'winding 
&M"CON. 

However, rftersu bmitting most of 
the postconvention contributions to 
the faienl government for matching 
payments. Clinton's amp+ man- 
agers shunted S2.4 million into a spc 
cial holding - u t .  Innad of win 

(Continued on Page 

Taxpayers won't pay for sex case settlement 
While the quarion might be da l t  with later. the Fedcd Elmion 

Cornminion Brs decided for the time beiig that a presidential umpaign 
committct'~ paymene to settle a s d  b m e n r  complaint is not an 
appropriate usc of taxpayer's money. 
So, the FEC ordsrcd Bdl Clinronf primuy election committee to 

refund &e taxpayer-funded portion of a 537,500 payment that VI( made 
for chat pwpare. Sine he collmM 253% of his total primary campaign 
funds from the US. Tnuury. the repayment works out to about $9,675. 

&rrw f& law requires thac "opaign contributions be used only 
for elation-related purposes, it  cmld be a subject in a potential enforce- 
ment &on. 

Clinton's campaign did dl it could to keep the affair confidential. But 
a check made payable zo an escrow agent with the noution 'wrdement' 
drew an FEC auditor's curiosity. 

Gmpaignlawyerlyn Utrecht confirmed tothe WdlSmr~mmadthrt 
the payment uw :o x t d e  an 'employn-related &put+' adding that a 
confrdenrdity agreement prevented her from providing funher details. 

The WnllSnwtJormnl nonetheless reponed that the payment settled 
a s a d  harassment charge that an unidentified f e d e  campaign worker 
brought against David Watkins, the campaign's chid of administration. 

Watkinsheldasirnilarpost inthe WhireHo~untilI;insummcrwhen 
he was forced to leave following hu much-publicized use of a milimy 
helicopter for trmrponation to a golf outing. wuk;rr is presently 
employed by Gllaway Golf Co. which manufactures the popular 'Big 
&n&' golf dubs. 

0 
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.. 
-. 

- 4  Dccemkr 28.1994 

FEC finishes Clinton carnpai 
\ /  without asking $3.4 million repa 

&om Page 3) 
the money to pay primary elmion 
debts. the committee asked conuibu- 
tors to redesignate rhcir giftc so the 
money could be deposited into yet 
anothcracccaunt~~wouldbewdro 
pay for legal and vrounting services. 

Such contribution designations 
are permitted by FEC regulations, bur 
only after a commince extinguishes 
its debts. 

To do otherwise, an FEC a d t o r  
aplained, 'would enable campaigns 
to muimize their federal entitlement 
at the expenre of taxpayers.' 

The Commission's Democratic 
members ddendedthe rcdesignations. 
saying most of the conuibutionsdidn't 
specify they were given for prinury 
electionpurpora. Underthelaw. they 
said, when a contribution is received 
for an election that has been con- 

cluded, the gift is presumed to have 
been made for the nun election. But 
in this ase, bcaw Clinton accepted 
$55.5 maion in =payer funds to 
finance his entire genenl denion un- 
der an agreement that precluded the 
acceptance of any private contribu- 
tions, them m no place to deposit 
the posrslmion contributions orher 
than the ClintonKore 9 2  Gened 
Election Compliance Fund, they u- 
gud. 

Eur the Commission's Republicans 
d i s l g d  

The pondmion contributions, 
b. Aikens said, were 'solicited by 
Clinton's primary campaign commit- 
tee. were made out to the primary 
committee and were deposited by the 
p&my rnmmine..to conclude they 
wuen't designated for the primary 
campaign l u ~ s  muter to the regula- 

tions' definitions.' 
"What happens next?' she asked 

lfrerrhc audit staff's recommendation 
was stalled by the panisan dadlock. 

Auht staff director Roben J. Coni 
'VLS facing a dilemma. As he noted, 
three Republieam agreed the contri. 
butions were primary election gifts 
that should have b e n  used to pay 
deb rr... and t h m  Demouats contend 
the money was legally redesignired 
for Clinton's compliance fund. 

"Were the contributions matchable 
or nor?" Coru asked. 

If it was legal for Clinton's cam- 
pai~OmanagCKt0 redalgnatethecon- 
triburions for w by a compliance 
fund, then wouldn't it follow that 
they were not primary elmion g i ?  
And, if that t h e w ,  wouldn't it 
a h  follow that those gifrr42.4 mil- 
lion in d-shouldn't have been eli- 
gible for matching fund paymenu? 

But another p u r h  deadlock prc 
vcntedthe Commission from answer- 
ing those questions. too. 

I -  

- 
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14xdusive listing! 
How money was k ing  
spent and PAC money was 
raised in key House 
elections 

Late money in Senate races 

N.J. ELEC oficial says 
negative political ads can 
be banned 

Ex-terrorism official fined 
for fast trip through 
'revolving door' 

COP House hopefuls w t ? ~  

wt?lLfinanced at end of 
campaign 

Michael I .  Malbin: Most 
COP winners spent enough 
money to reach voters 

10 3,954 PACs at yearend 

f 1 Lobby registratians; new 
PACs 

12 BTB: Wellstone eyes 'ma '  
gifts for 7 996 reelestion 
bid 

FEC Republicans' statement on Clinton 
audit is a plea for legal intervention 
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FEC deadlock  OS^ Cbntoao audit 
@om Page 1) 

The issue involvrs campaign funds which Clinton's 
campaign obtained from the US. Treasury h e r  he won 
the Dcmocnric parry's I992 praidentid nomination. 

Private contributions continued flowing to Clinton's 
campaign after he won the nomktion, about 55.8 million, 
which should have been used to extinguish hi campaign's 
debts which stood around 57.0 million. the FEC audiron 
i d .  h a d ,  several d i o n  dollus were deposited into a 
legal urd accounting fund, which had the effea of laving 
taxpayers to pick up a lager  share of Clinton's primary 
decrion debts &an should have been the case. 

Clinton's campaign managers didn't invent rhesrntcgy 
&at enabled them to =retch their collection of taxpayer 
funds. The Commission had seen it before. most rrcently 
in iu audirr of the 1988 proidential eampaignc. and voted 
unanimously to prcwcnt its rmocurrence by k i n g  a more 
stringent regulation. The FECs rule, in effect for 1992, 
required presidential campaigns to pay thcir primary dec- 
tion debu w o w  any surplus contributions could be crus-  
fmed to a compliance fund 

Clinton's campaign lawyers argued-and the 
Commission's rhree Democratic members @--that 
the fund tmmfers were permissible. The t d e r s  involved 
contributions that didn't specify rhe donor's intent as to 
how h e  money should be used, they claimed Since the 
donors hadnor specifred how their money was to be used, 
the Clinton umpaign asked them to designate their 
'undaigrutcd' contributions for use by the ClintodGore 
Gmphulce Fund. 
The Commkion'srhm GOP members-Joan Aikens, 

Lee Ann Elliott and Trevor Potter-voted to uphold the 
FEC's regulation by approving the audit sta€f's key recom- 
?endation. But its rhree Democrats-John Warren 
McGury, Danny Lee McDonald and Scott Thomas- 

Q I  

- 

b&d. At the FEC, four voles arc required to surtun a 
motion. 

T h e  Commission's failure to demand repayment of 
this public money is inconsistent with Commission prece- 
dent and squvely at odds with the plain language of the 
sutute and regulations, is arbitmy and capricious. and 
contnrytoItv."the~C'srhreeRepubiiunr~~din their 
-statement of mons. '  

' I " ~ & ~ ~ I C J D C I X  m e  nearly two weeks after McGarry, 
McDonald and Thomas, in their own explanatory state- 
ment. said their votes to reject the auditors' recommenda- 
tion was consistent with the agency's rules. And they 
suggatcdtheir voto upheld the public's interest by provid- 
ing "[plyCK an even greater opponuniry to f m c c  a 
lager stwe  of a presidentid campaign. 

*t is the  impan of our approach?' they asked. 
Taxpayer funds, y h c r  rhur privately raked doUur, are 
used to pay pnmvy campaign expensu-a radt  that 
fvribm the public finrncing concept. The fun& at issue are 
left available to the GFLAC (Genenl Eimion Legal h 
Accounting h Compliance Fund) to pay for complying 
wizh &e many complexities of the law-again a d t  that 
/&thcpublicfurancingronccpr because itemuresthat 
andidam continue to opt for public ntber than private 

The GOP commissioners argued differently: W e  see 
IIO 1 4  or logid way that thae pcn-convention contri- 
butions can be both matchable primary contributionsnnd 
at thc Gommittce's discretion also be undaignated contri- 
butions to the (compliance fund). Such a scheme allowed 
the Clinton Gmglirpee IO manipdace iu cash balance and 
debut0 receive public money to which it w1z not entitled.' 

And they coapinued: "It is grossly improper to adopt 
such a freespending standard for only one candidate (the 
current Prcsidcar of the United Statta). whiIe every ocher 
Qlnpaign in the same cyde has been hdd IO a different and 
stricter rule.. . 

fwdng.' 

- 
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Preventive medicine: 
Chart shows how health 
industry groups raised, 
spent PAC funds 

Newlersey E L K  seeks 
biggest fine in history 

How does a state enforce 
a lobbyist 'gifi ban' against 
a lobbyist who is also a 
lawmaker? 

McBride is new Common 
Cause boss 

ET& Guess who's coming 
to Spielberg's house for 
dinner? 

"Simply stated, Clinton 
'cooked the books' of his 
campaign diverting 
contributions that were 
solicited for the primary 

P ekction. * 
--Alan Gottlieb 

See Page 6 
. -  - - 

FEC audit report is basis 
for complaint against Clinton 
By Ed Zuckrmun, Editor & Publisher 

President Clinton's campaign committee should be ordered to pay a 55.8 
millio~civilptnaltyfortrkingtoomu~moncyfromthe U.S.Wrtltury,sevcrd 
conservative organiutions and d o  talk show hosts said in a formal complaint 
they fded March 6. 

The complrint lirenlly hoked the Federal Elmion Ca,mminion on its own 
petard. For evidence of alleged wrongdoing. they merely incorporated the 
FEC's own legd and audit sraff repons on Clinton's taxpayer-funded campaign 
for the hmcnKic  p q ' s  1992 presidentid nomination. 

Acctrdiag to &e FECrprof4ond dinvcniga~ionr. Clinton's campaign ignored 
reyLriorsr &I were rpccifrcllly daigncd to prcvcnt ampaign comminecs from 
continuing to draw prianary.elmioa funds from the US. frurury &rr vinning their 

Under &e regulation. contributionr rcceived after winning &e aomination arc 
s u p p o d  to be d for paying p d y n  election debts. But &ton's ampaign. h e r  
submining some of its pon.aomiaation f i  for matching funds. vrndcrred &e money 
into rnothu account rhn .I.= used for paying legal and accounting apensa 

(Cmtinrrrd on Pagc 6) 

PYry D O k t i O n r .  
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FEC's audit on Clinton campaign 
is grist for formal complaint I 
f i o m  P a y  1) 

"Inncadofapp1yingtheschrnhtoexr;nyish ncuoptign debt 
in excess of 57 millions rcquircdby FEC rcylaeions. rhcClhon 
co-irtce in~cntionally and illegally divened C X C ~ S S  of S2.4 
million IO a legal and accounting fund for &e general deaion. 

&erne enabled the Uiotoa comminee to receive 12.9 
d o n b  addiuonalmrtchinghdstovhjrhit v s n o i  cntidcd' 
the complaint stid 

n e  complaint vas firled by &t Second Amendment Founda- 
t i o s  the Gntcr  for the Dcfurv of Free Enterprise and the 
hmer iub  PAC. Joining the complrjll v c r c  Michael Sicgd of 
Seanlc. Wash.. and Todd Hermur of Spokane, Wsrb.. who are 
bo& radio talk :how hosts. and Joseph Tmuo of B~ffalo, N.Y.. 
vho 

Complainant is an indcpcndcnt spender 
Both &e Second Amendment Foundation and the Gnter for 

the Dcfcese of Free Enterprise am urerempr O ~ U O G S .  

h c r i c u !  PAC. an FECrginercd politid comminec. raked 
$304,407 during the 1993-94 election cyde. Irr upeodirurer, 
to&g 1167,319. indudcd 557.200 in contributions to 44 Re- 
publian congressional andidat- and S1S.ooO~orrh of in*- 
dent apmditurer  to d d n t  former H o w  Sperkcr Tom Folcy 
and former Reps. Jay Inrlee and Mike Kreidcr, dl W&@on 
Dcmwrrs. 

Last December, vi& &e &mmission's three RepubLon 
mcmberr voting to approve it, the agency's l a y e n  and auditon 
rccommurdedthar Ciinton'o campaipbcl ordercdtomakcaS2.9 
d o n  repayment to the U.S. Treasury. 

ButthcCommiuion'rrhrccD~oururehunJto~ppon &e 
auditors' recommurdatioa They kaontdedrhe Gmmiuion into a 
3-3 dudlack and spared Clinton's campaign comolinee from 
having to make a p o t e n d y  cmhunuing clrpendituzc. 

'Mirnry and capricious,' the commirrioo's Repubfitam 
hooted in a joint statement &at accused thck Democratic col- 
Icaguu of puning politics above principle Their words com- 
prised a lerrd.nn-subtle plea for OUK& I+ intervention 

In a reply *mmnent of resons. chat N more b- rhln 
expharory.thc Commirsion's DemocnuttidthcLdedion had 
helped advance the conccpr of taxpayer-funded eleniapr. M o v -  
ing Clioton's campaign to collm more money than the FECI 
regulations al lo~~cd,  they said, had &e rffm of reducing the  
amount of pnvatcmoncythat woddbveotherwisc ken needed 
topayrhecommjncc's Iavyel~~da2cwnunr, .  

Democrats rejoinder 
- a t  is the impaa of our appm&'Dcmourtr b y  k c  

MSOiuld  John Warren McGuty a d  S c o ~  Thomas asked in 
their joint n+tcmurt. 'Taxpayer funk nther &an privately 
niwd dollars. arc used to pay p- campaign expcnw-a 
r e n J t ~ t j ~ t h e p v b l i c f ~ d n L c o n ~ .  Thchrndsaricruc 
XC I& a d a b l e  IQ d e  GUAC (Gmenl Election rct+l ilr 
A m t i a g  EL G m p l k c e )  Fund to pay lor complying with &e 
m ~ l y  compluitia of &e Iaw-again I raulx that /u& the 
public f i c i n g  C O G C C ~ ~  haw it e r a  &at candidates COO- 

&UC 10 opt for public nther than private fnancing.' 
Under the Presidential Primaq Hatching Payment Account 
dl decisions by the  FEC are m b + t  to rcvicv by the US. 

the editor of Gun Week magLLinc 

> 
- .  ~. - . _  
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Circuit G u n  of Appnls tor the Dinria of Columbia. providcd 
3 +ti100 is filed no h e r  &a 30 days following the agency's 
anion. 

Complaint opens avenue lo court 
But the Fcdtrd fleaion Gmplign An's formal c o r n p l ~ ~  

process. which specifically includes the presidential &ding laws, 
provides adifferentrveouetha: couldul~imatcly bring cbcrnartcr 
before a federal court. Under the law, the K C  mun invcnig.ate 
every d i d  complaint mdmrkea dclermiartion within IlOdayr. 
A lavnrit requesting judicial revicv can be rJed i1 thc deadline 
irnt met. 

When Washington election law anorney Richud Mayberry 
filed the complaint for hir dimu on Mud 6. he was already 
looking ahead IO July and the crpkuon of the I 2 W y  period. 

'Making a rubmission lor marching funds baed upon non- 
matchable contri~tiop,haviolauonofIbePrcsidcntidPrimary 
Matching Payment Accouat Act," Mayberry said io rbe com- 
pljnr 

The mtoipulation of pon-nominrtioo contributions to ex- 
t a d  &e 0mpaign;s eligibility for W y c r  funds. the complaint 
dked vasa 'knoviagandviUful'VoIation ofthe Commission's 
regulations. Thus. the complaint urged &at &e Uiiton for 
President Gmminec h ordered to pay I civil penalty that is 
2 m  of the amout of b b  involved 6n &e case. 

%mply stated, Cliaton'cookcdedrhc boob'ofhir campaign by 
diverting contnbutiopr that were soliated for the ptimvy clec- 
tioa'nid Alan Gontieb. who u the executive &mor of A m e n -  
c 1 ~  PAC. aaa 
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EXClUSlVE CHART: PACs 
at mid1 995 

Federal judge suspends 
Ohio's anti-union election 
law provisions 

FEC will challenge 
rejection of election 
spending lawsuit 

Kerry issues warning 
against self-financed rivals 

BTB: Alan Keyes refuses to 
disclose campaign 
finances to FEC 

"Nothing but innocence took 
place, but the perception i s  not 

Georgia lobbyis who hired 

with sate legidaton 

Pi" 
nu& dub da0cm for golf trip 
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FEC Dems run interference for Clinton 
By Edward Znckmnun, Ediiw & Pvblirlja 
C e M  I ~ ¶ . h W . d f i w c e b ~ & p w  

The Federal Umion Commission's three Dernccnts last month barred the 
agency's doors *an iu own lawyers who wanted to hit Pmiden~ Clinton's 
1992 presidentid campaignwith what might have been history's biggar pepulry 
for violating federal denion law. 

So far. tbe FEC'r miiton, Layen md Republica members have y d  Clinton's 
urnpigo rhnuld rrfurd i lean 13.0 million to tbe U.S. Traau).. only the FECI 
Dem~nric mrmbar k v e  stcod in the vay. 

The luar epirodc came Augun 16 whm. aamrding to h r a r  n a  yet mde 
publis E C  g d  ORIPIcl Lvrrocc Noble mmsuzaoded w r o d  of a %amn SO 

believe' f i g t h u  Climoa'sampaignviolatecafadu9 dcciit~larr Wit mceedd, 
Noble would have aped qotiauons on a coociliation ynmem rhn v d d  have 

p d l u ! d  a P q  7) 



.I September 13, 1995 Palitid Finance Lobby Reporter 7 i 

.._ FEC . Democrats protect Clinton 
rm- ?.I. I! 

required Clinton's campaign IO admit guilt and pay a civil 
P - b  
.:-' Noble told the Commission that Clinton's campaign received 
more rhrn 13.0 million from the US. Trczrury on the  basis of 
' d e a d i n g '  statements about its fmancial condition. Althougb 
thcpenalryruggcncd by Noblevuo~nedIromtbedocumeotr. 
the Gmmisrioo can d e m d  civil penalties which equal the 
unountinvolvedinrbcviolatlon.anddoublctbat~~~nt in cases 
where the violation is 'villfu) and krroving." 

Under federal hv. presidential candidarcs lose their eligibility 
to reccivcprimary ma:&ngpaymcnuwhcn tbcy win their party 
nominationr. But.tbcy unzo~rinueacceptinggifts~drnatching 
fun& to pay dcbu left from he i r  nominatioo campaigns. 

Clinton continucdtocollen contributions+fiern~inLdown 
his nomination. dong vi& matching funds, by claiming his 
umpaign had unpaid bills. But &e FECI auditors discovered 
later that the campaign had aufiicicnt assets to cover its debts. The 
money that should have been used to pay those dcbtr had been 
trznrferrcd to an account for the general denion's legal and 
accountkg expenses. 

Under FEC regulntiolu promulgated in 1980, presidential 
candidates who must not accept private contributions s a condi- 
tion of receivingtupnycr b d s  UD nonetheless raise private gifts 
for rbw so-ded GEJAC [or Gmcnl Election Legal. Account. 
ing and Compliance) funds. 

Noble's -reson IO believe' recommendation u.as blocked by 
the Commission's three Dunocnu-John Warren McGarry 
( v h o  is presently seeking Clinton's renomin;tion for another six. 
y e u  FEC rem).  Danny Lee McDonald and %OK Thomas. 

n e  Commissioo's Augucr 16actiondupliatdlm December's 
vote a4icb denied approval of an audit nJf recommendation to 
dcmrnd a 53.4 million repayment from &ton's "npaign. 
Embinered bythat vote's obviouspuriuruhip.thc Commission's 
three Republiun m~ben-TrcvorPoner.JoanoAikuu~d Let 
han Ellion-co-signed an angry lmer that acnucd the& Dern- 
c n t i c  coUraguu of 'arbitrary and capricious' behavior. 

Ordiauily. h e  miner v d d  have ended at &at point. But a 
f o n d  complaint filed l~ March 6 by several corucmativc 
groupsand n d i o t a l k h o v  bomb rough^ N o b l e u r d h l e g d  a& 
backintorhe u s e .  Forcv~denccthejmcrclyn~pipiedacapyolthc 
FEC audit division's repon to their complint. 

Clinton's campaign defended i d  by a p i n g  no violation 
could have occurred bcuure the CommLrion &&I de-d a 
repayment vhen the issue MY d+ &e audit procns. 

Noble agreed that vu a valid poinr 'Hovncr,' be said in hir 
repon to the Commission. ' h e  violation in t h i s  m ~ e r  docs not 
involve the act of receiving &e public fun&. but the act of 

fderdiag  statemmu IO &e Commission.' 
h n i d y .  a new set of p r a i b t a  funding a d  G E U C  

w t i o n r  became effective on A u y n  16. the m e  &y the 
Glmmiuion voted itself inzo a panis211 deadlock &at prevented 
it fnm enforcing iu prcriour rcgdations .I &ey applied to 
bioron'r camp+ 

-.I. Nor. the Gmmirsion ir gudrnf for l ~ p l  - d t s  on m0 
fi0nt.S 

... 

* The Ccncu for Rcrponrive Politics. a Washinpon-based 
sampaig~ refom d v e u c y  group. filed a lawsuit lm 
Dtprunbcr 8) that asks thc us. Circuit Court of Appeals tor the 
District of Glumbia to ovemtrn FEC regulations that 31ov 
taxpayer-funded prcrideotid candidatcr to rakprivate contribu. 
lions for their GELAC accounts. 

In 1992. Clinton and former President Bush each received $55 
million in tupryer  funds to fiance their general electiopr after 
promising tbcy vouldu'r accept private contriburions. Yer. 
&ton and Bush were permitted by FEC d e r  to raise $ 1 1  
million more from private sources for their G E U C  accounts to 
pay for fundnirig. payroll. overhead and computer upeuses 
along vi& h e i r  legal and accounting bills. 

Tbc Center akcd the  FEC IO repeal the G E U C  rules JS an 
unwanted 'loophole rothepmidmtd public hrndingIaw.'The 
FEC published the Center's rulem&g pethion for comment 
and lek them un~oucbed in the new NIM which took cffen 
August 16. 

Erplaiaing iu decision. the FEC mid it 'agrees with h e  
commenten vho felt &at the separate fund lor complirocc has 
worked'vell ainccrbe GELAC rules vcreprornulgated in 1980.' 
It added rbrt repuling the rules would 'force presidential cam- 
paigns to devote wme of their public funds for c o m p l i c e  
expenses. i n n u d  of using public monies for umpaign erplcs.' 

Tbe commmu cited by the E C  a m c  from the Democntic 
and Republican national pury camaainea. the Whrte H o w  
m u d s  office and a cfinron ampaim Iavycr. 

. 

+-. h m c n c ~ r  PAC. the  b n d  Amendment Fovndrtion and 
other conservative groups and rrU show honr are preparing a 
lavruit b t  vill seek judid review of the FECI action that 
dkmised their complaint; and, 

' 

- 
. - .. . . i 

I .  
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Two tax panel members 
offer write-offs for state 
lobbying costs 

Dan Manoon is NABPAC's 
president 

Rep. Roberts' bill: more 
'mischief' than 'reform' 

Canadian lobbyists face 
user filing fees 

Blount loses rehearing on 
MSRB regulation 

BTB: NY solons put ethics 
aside for expayrollers 

Clinton campaign disclosure fails short P 

of FEC's identification requirement 
President Clinton's &on mmpaiga conminee is having an ary 

rime raising r e c o d e i a g  amounts of contributions, but a hard time 
complying wid fedcnl dirdosurc law. 
F& Iaw .ss;neS M s n t m  of occupttion md business affrliaticn of 

donors who contribute $200 or more to P I&rd offi-ker. 
But,ofrh~gifo~rhedLdmurrrhrsfaold.Clineon'scrmp;likaf~ed 

to ihntify donon athope gifts r o d &  '52.8 inillion-rou$y 4% of the $5.8 
million that the coamhre mlleacd through June M. according to an d Y r ; r  
by the Cknrer for Repousiw PoLifia. 
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FK’s failure t 1.4 ~j~~~~~ 
repayment by Clinton is hit by lawsuit 

3 Exchive cham labor 
member g i b  lo union 
PACs 

5 Federal grand jury, 
House subcommittee 
are probing USDA 
political fundraising 

6 SEC looking ar Fanjul 
brothers’ political g i h  

10 BTB: Most anti-PAC 
lawmakers are busy 
raising PAC funds for 
their reelections 

-Simply stated, C h o n  
‘cooked the book’bp. divmrng 
conmbutxons solmted fm the 
primary k a o n .  By nor unng 
t k  funds to retire debt, 
Clinton was a& to wronghilly 
scmtre millions in d i t i o n d  
public funds. - I - A h  w e b  

A n t i - C h t ~ ~  consmtive 

R*, fdwarc! ?n+er-m~, Mitor ,*- PirhliSfi-r 

A lawsuit that chaflenges the Feded Election Commission’s failure 
to d e m d  a 91.4 million repayment to the U.S. Treasury by President 
Clinton’s 1992 presidentid campaign wzs filed October 11 in a federal 
court, jun a few days h e r  the Commission’s Democrats released a 
.Lsratemenr of reasom- to explain why they voted to hdr further 
investigation in the matter. 

They are the latest developments in a burgeoning legal quagmire which 
usenually boils down to this: Clinton’s campaign has been accused of h i b g  
some money so it could gnb more taxpayer funds and the FEC’a Democrats, 
who’ve rhus f a r  blocked pursuit by the agency’s auditors and lawyen. are 
off ended by suggestions that they may have pur partisanship above patriotism. 

(Conrinucd on Pup 4) 
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Political Finance g Lobby ff@porter October 20, 1995 

Democrats release 'statement 
of reasons' for their votes 
in Clinton repayment case 
from Page 1) 

In sepanre examinations. the FEC's auditors and Iaw- 
yen have concluded that Clinton's committee tnnrferred 
$1.4 million wonh of latearriving contributions into a 
fund for legal and accounting expenses. In so doing, 
Clinton's committee was able to coIlea extra Treasury 
funds to help pay its primary Jmion  debts. 
FEC regulations allow pru idend mdidater to estab- 

lid a 'General Elmion Legal and CompIiance Fund' (m 
GELAC. in F € M )  and niw private contributions for 
non-clcction expenses. Excess primary elmion contribu- 
tions can be transferred to a GUAC Fund, too, but not 
until d primary election debts have been utinguiirhed 

s o  far, the FEC's auditors, lru-yen and three Rcpubli- 
can members have agreed, Clinton's campaign s h d d  
repay ax l eu t  $1.4 million to the Treasury. But the 
Commission's three Democnts-Dmny Lee Md)oruld, 
John Warren McGarry and Scott Thomas-have voted as 
a bloc to deny ies auditors' recommendation for repay- 
ment and.more recendy, itslawyen' recom&dation for 
hurher investigation of possible elmion law violations. 

At the FEC. four &mt ive  voces are required to 
approve a motion. Thus, the Commission's three Deme 
uats(justuitsrhreeRepublians) have thepowertocreate 
a deadlock that blocks a motion's approval. 

Alan Gottlieb, a coruemtive whoseanti-clincon views 
are traoqment, Ued the  complaint when a panian dnd- 
lock denied approval of the audit staff's recommendation. 
Goniieb's attorney, Richard Mayberry, filed the lawsuit 
after another deadlock prevented the Commission from 
approving iu legal d r  all for an invutigauon 

Yimply sutcd, Clinton 'cooked the books' by divert- 
ing contributions solicited for the primary election.' said 
Gunlieb who NDZ the Second Amendment Foundation, 
the Center for Defmse of Free Enterprise and American 
PAC from his office in Mwe. Wash. 

-By not using thue funds to &e debt, Clinton was 
able to wrongfully scam millions in additiod public 
funds... mbe net dfm was a arbzMtial boost io the 
amount of campaign resources Cli todGore  '92 had their 
hands on for active elecrionee+ he added. 

That mepoint  w51 d b y t h e c o c n m i i o n ' s  Deme 
mu 1st January when they defended their votes that 
Modred the audit arffr nxtxnmencfation for nprgplcnt 

Lmiag Clinton off the hook, they aid, 'hchen the 
public fm&g conapf h w  it allowed taxpayers to 
pay a larger s h e  of6lint0n'sprbm+ey campaign apcmes 
than would have otherwise ken &e cue. 

- 

An angry response followed from the FEC's Republi- 
~ms-Joan Aikms, Lee Ann Ellion and Trevor Potter 
(who has since left the FEC). The FEC Democrats, they 
aid. acted in an 'arbitrary and capricious' manner by 
validating a schme chat enabled Clinton's campaign .to 
manipulate its cash balance and debts to receive public 
money to which it MS not entitled.' 

l[n the just-released 'statement of ~ ~ S O I U ~  the FEC's 
three Dunocnu argue that the issue3 nired by General 
Counsel Lawrence Noble had already been addressed by 
the audit The finding, even though it was actually a 
p i n k  deadlock that failed to approve a recommenda- 
uon (as opposed to an &mauve vote to approve or deny 
it), "is final and condusive' under feded law, they said. 

'Havia$ rxaminrd a set of facu ind lrade a 'find and 
condusive' legal determination as to those facts in a Final 
Audit report. the Commission m o t  now aibitndy 
abandon those p m i a u  audit Find+ and reach a wholly 
differartwnd~oninmenfonxmmrconten.'they wid. 

In his repon to she Commiuim. Noble deflected 
dims by the Clinton campaign chat the money tnns- 
femd to its G U A C  Fund did not come from primary 
deaion contributions. AU of the traruferrcd money, the 
campaign ~ommittet daimed, came from money that 
hadn'tbeendu~tedbydononforprimary elmionuK. 
or m money that donon had been asked to redesignate 
far &e GELAC Fund 

Noblewar stLfied&at the money wascontributed for 
primary dmion use because the checks 'were made 
payable eo 'Clinton for President' or a similar entity. and 
were solicited, received, deposited and reponed" by 
Clinton's p r h q  ampign commietee. 

TwoFEC rcgdatiolu werepotrotidly violated, Noble 
nid in hii report, one requiring a m p i p  treasurers to Fie 
accurate rcporu and another rcguLing campaign trasur- 
erstofilea panhmpaignrutunent of assets and liabilities 
(which is used to damnine if a clndidrte is eligible IO 

continue drawing U.S. Treasury b d s  if  deb^ remain 
from the prcnomination period). 

I n t h e u ~ t ~ ~ t o f r n ~ ~ & e ~ ~ ~ o n ' s D ~ ~  
crau a i d  they couldn't nnplpon &e general c d ' s  
recoamendztim beawe it would have conflicted with 
&e Cornmiuion'r previw audit  fig^. 

'+he CommLrioa w o e  now ubiurrily abaadon 
thoscpmricuc audit f m h g s  and r e d  a wholly dif femt 
mdluion in an enfoment context,' hey said 

And &cy continued: W e  do nabdim Congress ever 
intended the enforumme p m .  to be uzed w a t d  for 
r p p o l i n g o r ~ d g u ~ t h e t u d i t p m c e u '  

~ v e a  if Caiam'~ crmpaiga-dcon*aotribuDioPr made 
outto'CliatoaforPrenident,'~hecaauibuaonrcauid be 
legally redesignated by their donors for deposit 
GUAC Fund, the FECI Dcnocnts m*intahed 



We write this short stateaant to explain m r  principal. 
reasons for disagreeing w i t h  the staff*@ raeo-nd6ttion to treat 
about $1.5 million in funds raised &y the Clinton campaign after 
the nomination ae peiury copenittee assets. The staff*s 
recommendation would hare resulted in ut add9tioual repayment 
obligation in that amaunt on the theory +hat the primary erarrpaiqn 
debt was $1.5 rillion smaller 8nd matehing funds given to the 
campeign to pay its debt8 shortld be returned. 

impression. 
contribution6 coming in after the nomination w b t b  some 
indications they were intended for the primary, but without the 
specific signed vrit iag rrquira esigaatloa as such 

ion 4998-30, 2 Fad. (see 11 C . F . R ,  LllO.l(b)(l) OUd 
EkcC. Camp. Pin. Guide {CcBi) P treatad as primary 
campai9n asrets. The staff felt that Bie -e checks w r e  
made payable to rerimas aaIo6 such QS gCUatan Cor 
Campaign,' the legal raquiremant for a groper desi 
primary contribution was m e t .  We think the ragiala 
advisory opinion cited aecrsritate claarer word8 of deriguation 
for a particular election than that. 
solicitation ~ t r r k a 1 6  wPISeh appar to have 98neroted sere of the 
contributions nt issue satisfy the dss ation ctaadard witbout a 
confributorsu sipmature. rosybc t ation and advisory 
opinion ehouldn't have k e n  rads rietc But the  rigaatute 
requirement ic there. 

be treated as p 
whethor tho CXiaton e t o  treat t8.n ag 
such noaathelasr. Ite 1' fntaat of tihem 
post-nomination boa at best, bacaurc tbs 
teehni ea1 raqui raaen primary donatlonr were 
not aet, and because the use of public funds (ratbar than privatc 
contributions) to pay campaign axpenoer is the very CLSCnCt ob 
the public funding program, we felt i t  inappropriate to &%eCoUEt 
for these funds in a way that would deprive the Clint 
of the use o f  public dunds to pay legitimate past-pri 
The fund. at issue, which came i n  after +he namination, which 

rirst, ae a matter ob l a w ,  this is a ease of first 
Tbe Commisrioa has navaf addressed whether 

1 ,  

~UQQ, we dicaprea that the 

Secoa6, ass no tho eenerlbuelsno a% sue dida't have to 
L i e p  issue 

I :  
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tubaequant to receipt were confirmed in writ ing  by the donors to 
be intended for the general election legal and accounting 
cc~mplimnse fund (GELAC). and whieh w 8 e  not srnbritted for p r i m r  
campaign matching Ounds, Shouldn*t be reconfigured as primary 
ca~peiga anakttI we believe. 

The staff w a r  of the view that if we don't treat the funds 
moved to the G I m C  as primary assetsI we should treat other 
post-nomination contributions aubrittrd for primry mtehillg as 
mea-mtchable end reeoup any orsociatcd tching fundo. This 
struck ue a6 a 'Catch 22' argument. Ia r vhw,  the 
contributions rubulttcd €or natching can m d  should bc treated 
differently. First. the Clinton e ai- eoncedes that euch 
contributions taust apply as a primry assetr  thereby reducing 
post-nomination entitlement for mtchfng funds. Purther, the 
Cormnierionls longstanding practice, 8ppara!ntIy, ha6 been to treat 
such contributions as matchable even though the technical 
requirements for written designation have not been ret. 

What is the i6pact of Our approach? Taxpayer funds, rather 
than privately raised dollars, &re used to pay primary campaign 
expenses-- a result that further6 the public financing concept. 
The funds at issue are left avaiiable to the G L U C  to pay €or 
complying with the many complexities of the law-- again a result 
that furthers the public financing concept because b t  insures 
that candidate6 continue to opt for public r8ther than private 
financing. 

Bur approach doee not undermine the responsibility of the 
agency to inrurc that public funds are not spent for things that 
have no relation to the prissary campaign or that &re not properly 
documented. Buradreds of thousands of dollars in the Clinton and 
Bush campaigns are baing treated a s  Ron-qualified for there 
reasons. Nor doer our approach undermine our review of campaigns 
to inmure th5t the rtate-by-statc and overall spnding &hit6 arc 
adhered to by the publicly funded campaigns. The .mdit reports 
demonstrate thin. All our approach doer is allow the une of more 
public funding dollar6 te pay €or legitiraate prirrry campaign 

we think that is a better rem&% than the a1 

- 

expenses of a publicly funded campaign. AS ayi6JdJ;;eeDf poli cy I 



FEDERAL ELECTION COMMISSION 
L iW&iiNClOli. DC. ZOsbJ 

STATEMENT OF REkSONS 

CHAIRMAN DANNY LEE 
COYHISSIONEW JOHN WA 
COMMISSIONER SCQl? E. 

On August 16.1995. 
approve the General Counsel's recommendation to find 
Clinton for President Comm 
E W n  Compliiance Fund 

therefor% voted against 

The Presidentiil Primary Matching P 
§§9031-9042. was enadd in 1974 to prcwide 
of qualifying presidential primary candidates. 
(4976). Eligible candidates may mc&e p 
csnPributions up to 5250. sgg 26 U.S.C. gpCKM4:a) and 9037, SM 
ceiling of 50% of the expendYure limitation contained in 2 U.S.6 
26 U.S.C. §9034(b). For the 1992 presidential primary eampaign. the maximum 
entitlement that any canddate co S13.810,ooO. The 
4992 Clinton Prim9 Committee funds. 



Af&er the condusion of the primary campaign. tfif! Corn- audited the 
Clinton for President Committee as required by 26 U.S.C. $W38.' On b c e m k r  27. 
1994, the Commission approved its FmI Mi Reppt on the Committee and trade an 
initial &ternination that the Committee must p y  S1 ,383,587 to (lp& United !Bates 
Treasury. The Committee did not dispute $ris €!etemif&ifm. a d  it thus became final. 
11 C.F.R. §9038.2(~)(1). On January 30.1995, the Committee submitted a cheek 
payable to tte United States Treasury for 51,383,507. 

receipt of matching funds in excess of its entitlement. Urtder the Ad. a candidale may 
receive matching funds aRer the candidate's date of ineIiiiWi 70 defray q u a l i  
campaign expemes incurred before the date upon which such crmdidate becomes 
ineligible.' 26 U.S.C. §9033(c)(2) '. &cause many of the expenses the Committee 
induded as net outstanding campaign obligations w e e  determined through (h@ awl not 
to be q u a l i  campaign expenses. a 11 C.F.R. §90344(b), the Commission ordered 
the repayment of matching funds that mmspndd to such nonqua l i i  debt. 

A large ponion of the Committee's repayment ($1,072,344) resulled fmm its 

By a 3-3 vote, the Commission did not approve an audi staff recommendatition to 
seek a repayment in addition to the $1.383.587 already required of the Committee3 

The . k t  requires the Cotvunision to condud a Ithcrargh axamination and audit' af 
campagn finances of every publicly funded candidate after the campaign fw the nvmination ends. 
26 U.S.C. @Ci38(e). If the Commission finds during its audithat'any portion ofthe paymms. . . 
from the matching payment account was in excess of the aggregate amount of payments' to 
which the candidate was entiW. the Cwnrmss . ion must notify phe candidate. and the candida@ 
must pay to the !Secretary of the Treasury an amount equal to the amount of excess paymms. 
26 U.S.C. §9038(b). 

2 

me nominatjon bemme ineligible on the date the party nominates its 
26 U.S.C. g9033(c)(l): 11 C.F.R. §§9032.6.9033.5. Thus. the ineligibility date for the Rimary 
Comminee was July 15,1992. 

'net outstanding campaign obligations" CNOCO'). -1 1 C.F.R. 09034.5(a): 

that candidate may continue to receive matching payments for 
matchable mntribubons received and deposited on or before 
December 31 of me Presidential deetion year prowided that on the 
date of payment the e are mmaining net outstanding campaign 
obligations. 1.e.. the ?urn of amtributions received on or after the date 
of ineligibility plus matching funds received on or &er t)re date of 
inelqibili is kss than the candidate's net outstanding campaign 
obligations. 

1 

Candidates who remain eligibk to receive matching funds hrwghwt the campaign kx 
c a d i .  

The Commrssion's regulations explain that if, on the date of ineligibility, a caandiate has 

11 C.F.R. §9034.l(b). 

It is not unusual for the Commsston to spli 3-3 on audit repayment matten. In 
considering the Final Repayment determination fcr 
our three colleagues voted against a r e c ~ ~ n e d -  that me BusNouayk '92 Primary 
Corn- make a fepaymnt to the United States Treaurry b r  failure to produce adequate 
supporbng doatmentation for certain expenses claimed to be plimary-rebted. As a resua the 

3 

BushMuayle '92 Conmitt-. for example. 

-- 
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Specifically, the Commission dd not aducle in the NOCO cakuhtion (as Commitpee 
assets) contributions totalling 01.419.153 which hacl beart 1cc6ived after the candidate's 
date d ineligibility. placed in an esemv account. and Mer transfwed to the Uinton 
Compbince Fund. Thege funds. BS we ex-n more (UMy later. were not designated by 
the donors as CQntributioRs to me Committee. NIX wen fhey submitted for primary 
matching funds. After receipt ond kef- tmnsfer to the Compkinoe fund. (hey were 
verified in Writing by the donors as Compliance Fund donations. Having not hated thii 
amount as a redut3ion of ttre Committee's primary matdhi f m d  entitlement. the 
Commission thera unanimously appmv6d the rewfbng repayment determination of 
$1 33.587.  No action was filed challenging or seekng judicial review of this final 
Commission determinati. 26 U.S.C. ggQ1336 and 9041. 

On March 9. 1995. Alan Gottlieb. Michael A. S i l ,  Todd Herman, Joseph P. 
Tartaro. the Second Amendment Foundatin. me Center for the Defeme of Free 
Enterprise, and the American BoFical Action Cornminee rcomplainants? fiM a 
complaint with the Federal Election Commission against the Clinton Committee. the 
Compliance Fund. its tpeasurer. and William J. Clinton Crespondents'). The complaint 
generally tracked the rejected analysis of the audii s?aff and rlbged that the Committee 
'manipulated its postanvention cash balance end debts in order to receive publrc 
matching funds to which Clinton was not entitled and were USA in the general eledion 
by the ClintonlGore '92 General EWon Complianca Fund.' Complaint at 3. More 
specifically, the complaint alleged: 

[lln excess of $5.8 million dollars in private contributions were 
solicited and received by the Clinton for President Committee. 
instead of application of these funds to extinguish a campaign 
debt in excess of $7 million as requested by FEC regulations, the 
Clinton Committee intentionally and illegally diverted in excess of 
$2.4 million dollars to a legal and aaunting fund for the general 
election. This scheme enabled the Clinton Committee to receive 
$2.9 million in additional matching funds to which it was nol 
entitled. 

Complaint at 4. 
r 

On August 16.1995. the Commission considered the General Counsel's Report 
which mmnmended that the Commission find reason to belive that the respondents 
violatea 11 C.F.R. g9003.3(a)f1)4 by transfemng $1,419,153' in post-primary 

~~~~ ~~~ ~~~~ ~~ ~~ 

amount in quesaon was not included in the repayment deternunahion appcwed by the 
Commission. 

d The relevant pornon of this provislon. quoted in its entirety at n.6. deah with 
'(clontributrons that are made after We beginning of the [general ekctkm] expenditure repwt 
pem j .... - 11 C.F.R. g90033(a)(f)(iii) 
(emphasn added). 

The General COURS.S~'S Repert explains the difference between the S.4  million figure 5 

cited in the complaint and bhe S1.419.153 fgure as W l M :  

3 e/ 21 060 



contributions to the CsmQtiince Fund. The 
funds were contributions desigMted for the ComrniMee 

a consequence oftheir fkt necornmend~.  
believe fhc Committee and William J. Wnton 

Committee's o anda-. A 

recommendation and three @ommissioners (the undersigned) o 

II. 

The General Counsel's Repon condudes that %e transfer Qf $1.419.153 k i m  
the Primary Committee to the Compliance Fund was not in acuwdmce with 11 C.F.R. 
§9003.3(A)(l)(iii) [sic] because such contributions were primary contributions which the 
Primary Committee should have app l i i  towards the redudion of its primary expenses.' 
General Counsel's Report at 15. 

We cannot suppor6 this condusion. first of all. because it 
findings of the Commission in its Final Audi R e m  The factual and legal 
determinations which the Commission previously made in the FmI Audit Report on the 
Clinton Primary Committee are binding upon the Commission's actions in MUR 4192. 
Under the heading of 'Finali of deteminatms.' 26 U.S.C. §9036(b) plainly states: 

-w Commission] under this 
chapter 
sub~ect to examination and audit by the Commission under 
Section 9038 and judidal mview under Section 9041. 

26 U.S.C. 99036(b) (emphasis added). Having examined a wet of 'laas and made a 
'final and conclusive' Mal determination as to those facts in a final audi report. *%e 
Commission cannot now orb i r i l y  abandon those previous audit findings and reach a 
wholly different mndwion m an enforcement context. 

. .  

. exept to the extent that they are 

The precise issue of whether 11 C.F.R. §9003.3(a)(l)(iiQ preduded transkning 
the S l  ,419.153 in questton to the Compliance Fund was m o M  by the Commission's 
3-3 vote and the fesuhng repayment determination. The audi staff specihcally ?qwd 

The Audn B v s m  dld not oonsldef [as pnmry campalgn assets] 
Sl.025.48ri m onvat@ contnbubons that wem wansferred b me 
Compllame F ~ r d  after September 2.1992 phis IS the date that the 
Audn Dw~lon  calaibterd as the C O m  IX) longer h a q  nt 
outstanding campagn oblgabons Attachment 3 [of General Counsel's 
Report] at 86 

General Counsel's Repon at 4 n 6 In eseme. there D no basts For quesbonmg 
wl%atsower the transfer of contnbuwm ibat cwld 110 kmger be applied b, pnmary debt 
rebremt  

21-0-81- 4 



a! the Final Audii Report stage: "11 C.F.R. 99003.3(a)(l 

ekction' and, therefore. wen mt rubjec? to 59003 
Canmissionem McDotmM, McGany. a d  Thomas 
(December 16,1994). 

On the basis of the %mal and condusid &temiraation in W e  Final Mi Report. 
we, therefore. cannot find that then was a wbiation of 11 C.F.R. §%Xl33[a)(l)(iii). The 
Final Audit Report totals far the amwnt of postnomination priVae contributions 
received by the Committee and the amount received in excess of @~~~ are 
predicated on a rejection of the apphcaicn of 59003.3(a)(l)@i) to the hands at issw. 
me Final Audit Report findings &monsPnte that the $1,419,1= b'a bransfened funds 
were r@I considered 'primary mMbutions which fhe PPimary h m i n @ 6 ?  sho~ld Rave 
applied towards the redudion of its primary expenses." Genefa1 Csunuel's Reporl Est 15. 
These determinations are condrrsive a d  binding upon the ~ f n m i § s i i  h its 
consideration of MUR 4192. We do not believe Congress ewer Wended the 
enforcement process to be used as a tool for appealing OT secxm&guessing the audit 
process. Accordingly. we voted against the General Corrrrsel's recammendations. all of 
which deped on a rejected construction of 11 C.F.R. ~soO3.3(a)(I)(iii). 

lli. 

Even if the factual findings and legal conclusions of the Final AWit Report were 
to be completely disregarded. we still could not agree with th General Counsel's 
recommendation that the Commission find reason to  bel^ that the respondents 
violated I I C.F.R. §~003.3(a)(1)(iii).' n e  anerat counsel's Report argues that the 

' In its entirety, mat provision states: 

(iii) COntfibubORS that are made after the beginning of the expenditure report 
period . and wntributions 
that exceed WecontribuWs Limit forthe primary ekbon. may be 
redesgnated for the leg4 and accounting m m p l i a ~  fund and hanSfeW to 
or deposited in such fund 1 the candidate obtains the cocrbibrsbo~s 
redesignation in accordance with 11 C.F.R. 9110.1. CcmWibutions that do not 
exceed the contributor's limit for the primary erection may be redesignated 
and deposited m the kga' and acmunbng compliance fund only if- 

(A) The wntribubons represent Bunds m excess of any amount needed to pay 
remining pnmry expenses; 

(6) The redesgnabons m recerved wilhn 60 days of the Tleasurer's receipt 
Of the contribubons; 

(C) The requirements of 11 C.F.R. 110.1(b)(5) and (1) Warding 
redesignabons are satisfied; and 

(D) The mntribubons have not been submitted for mahhing 

5 
21082 



Report =lies obl an 
General csunoel’s 

-mission precedent. 

election for which a 
Camp. Fin. Guide (CCH) ccr~buticm is made. 

the donor for 8 pattb~ 

the CQntlimon is 
for the ckdion so 

11 C.F.H. 59903.3(a)(l)(iii) (e 

Thk case is; thus un 7 
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(iii) The mr&i$ution is redesignated in 
51 10.1@)(5). 

nee with 11 C.F.R. 

11 C.F.R. §lW.l@)(4). 

Applying the standards of 11 C.F.R. 51 10.1@)(4). il is dear Vrat the ewrtriknions 
at issue m MLJR4192wn not'des&tated inwriting'fopphe w r y  
the transferred contpibutions indieat& on the face ofthe W e n  irWu 
wen baing made for a particular e 
thecw&butl . 'omacccmpaniedby 
forthe primary ekdtion. 9 1  C.F.R. 
were not designated for the prim 
written designation of these 
reguhtofy requirements of 1 4  C.F.R. gSIO.l(b]( 
cannot be viewed as cleoignated forthe ptimry 

As a resuit, there can be no violation of 11 C.F.R. ~90Q3.~a)(l)(iii). In addion. 
there can be no violation of 11 C.F.R. !$51W4.14(d) and 9034.5(a) (or subnrjtting NW0 
Statements that did not accurately refled the Primary Committee's outstanding 
obligations and assets. 

. .  rwrtm!.thesecsntnbubons 

Our reading of 51 10.1 (b)(4) is confirmed by 
Oplnion 1990-30. w. the Commission te&cted m 
identical to the one advanced in the General Counsel' 
Commission emphasized that it is the 'Commiss*mrs] rr?gulatiw [which] set out rules 
to determine the election for which a contribution is made.' Id. 

In Advisory Opinion 1 W 3 0 .  the Helms Committee had asked whether it would 
satisfy the designation requirements and could treat postelection contributions as debt 
retirement contributions if it: (4)  hduded in its sdiciPation mailings 8 notice to potential 
contributors that their donations would be used to pay off 1990 general election debt; (2) 
provided the same notice on contribution slips e n d l d  in the solicitation: (3) ifddeU 
an additional line on the disdaime? stating that funds rec@ived would be used for 1990 
debt elimination; and (4) indicated that a would not be didting for any other purpose. 
And much like the fads present in MUR 4192, the checks would be neceived, deposited 
and reported by the smnmittee sewing as the vehicle for the prior eledion. After 
discussing the requirements of §110.1(b)(4). the CommWion stated: 

The pmposed steps would satisfy some of 
the ebmnts of donor 
intent, however, 

wle law requires a p d i i l  committee solicitmg contrikrtions to indude a d i s d a i  a 

say@ mat the OMnminee paid far the c o m m u n m .  2 W.S.C. Wld(aH1); 11 C.F.R. 
51 10.1 l(aK1 Hi). 
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(u?) mamitautiocais 
01 lO.I(b)(5). 

11 C.F.R. §llO.l(b)(4). 

Applying the standards of 11 C.F.R. 5110.1@)(4), 
at &E hl MUf? 4192 Wee ROa 'deS@Mtc?d 
the transfepred conbributions indicated as, the 
we= being made for a particular ckdiwr. 11 
the contributions acmmpanied by a signed 
for the Nmary eketion. 11 C.F.R. 51 1 
were not redesignated for the primary. 
mitten designation of these receipts 
regahtfny requirements of 1 I C.F.R Q 
cannot be viewed as designated for the pimary 

As a resutt, there can $e no violation of 11 C.F.R. §9003.3(a)(d)@). In addition. 
there can be no violation of 11 C.F.R. §§lW.l4(d) and W34.ya) for sukning NOCO 
Statements that did not accurately reileet the Primary Committee's o 
obligations and assets. 

Our read- d §11O.l(b)(4) is confimied by Corn 
Opinion 1-30, s!.gxa. the Commission rejectad attm 
identical to tu# one advanced in the General Counscrs 
Commission emphasized that it Is the Y k m m k s i i l s ]  mgariatiasrs [which) set out rules 
to determine the election for which a ccntfipuljon is made.' Id. 

In Advisory Opinion 1990-30, the Helms Commitlee had asked r it would 
satisfy the designation requiremem and cwM contributions as debt 
retirement contributions if it (1) induded in its mailings 81 natice to potential 
contribulow that their donations would be used to pay Off 1990 general okdion debt; (2) 
pmvided the same notice on contribution slips endQsd hl the Widtatican. (3) included 
an additional line on the d i d a i d  stating that funds received muid k used for 1990 
debt elimination; and (4) indicated that it would nst be solieiting for my othatr puurpose. 
And much like the fads present in MUR 4192. the dwcks WOUM be nxeiwx!. deposited 
and reported by the committee serving as the vehide tor the prior election. After 
discussing the requirements of §110.l(b)(4), tho Commission stated: 
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The General Counsel's Report also 
Committee's other po%(-DOI receipts were 
demonstfates that the postml receipts tEm$%nd to 
phmay contritwtiom. Gene 
in several -pacts. To begin WSW. 
determining whether a cor&ibution 
found I 1 1  C.F.R. QllO.l(b)(4.4). I 
whether a c o M o n  is matchable. sfts 11 C.F. 
In addition, there is no evidence 
Compliance Fund and at i 
Finally. even if the rules of 
different than the strict require 

An immediately mchabie contribution is one thl is d m  on a n  
individual's personal account and is s 
accountholder. The Written I m m e n t  bears a full date (month. 
day, year) reflecting that it was written on of after January 1, 
1991, but not later than December 31.1992 (provided it was aka 
deposited on that date) and it is made p a y a w  to the candidate or 
an authorized committee for a presidential cam 
identical numerical and m e n  amounts. 

FFC G~.&be for Pres.ga-, 43 (Allgust. 1991). U d i b  §llO.l(b)(4), 
there is no requirement in the matchabili regulations ?hat the chedc or Qther Writam 
instrument contain express words of designation. Thus. it is possible that a chedc could 
satisfy the Commission's matchabilrty regulations but not the 51 lO.l(bw4) Mination 
requirements." 

For all of the above reasons, we voted against the General Coum?l's 

. .  . .  

recommendations to find that the respondents violated 11 C.F.R. g94W.14(d). 
9003.3(a)(l) and 90%.5(a). 

At the time of the filing of the complaint in this matter. the Commission was 
reviewing its rggulations governing public financing of presidential primary and general 
election candidates. Those regulatiw have now been revised. 68 W. &g. 31W 
(June 16,1995). As part of these changes, 'new language hias boen added to resotve 
questions regarding depositing designated and undesignated ContrikRiolrS in the 
GEIAC.' Id. at 31856. Through the rulemaking process, therefom. the Commission 

'' As a matter of policy and pa- the Commsslon has taken this a The rules 
and reguhtwns governing the publr funding process are cumbenome enough. To excessiVeiy 
restnct the mabhabMy of posl-nomnabn cantnbuhbns wwcd p w e  c6unW-prcductm if the 
resut! was to dnve the candidate towards mre pmrate fundralwng and bess &na on the very 
public fudmg that Congress has created t~ free campalgns horn them p ~ p  w e n m m r m  

- 
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In the Matter of 

4\92 President Bill Clinton, 
The Clinton For President Committee, r n #  
and R ~ b e P t  A. Farmer, Bruce R. Lindsey 
Treasurers 

Respondents. 

Complainants, by and through counsel. believing a violation 
of statutes and regulations under the jurisdiction cf the Federal 
Election Commission ("FEC" or "Commission*9 has occurred initiate 
this complaint pursuant to 2 U.S.C. section 437g(a) (1) and 11 
C.F.R. section 111.4 against the Respondents identified below. 

Complainant Alan Gottlieb, 12500 Northeast Tenth Place, 
Bellevue, WA 38005. is a citizen of the United States, member of 
the Republican Party, registered voter in the state of washington, 
and taxpayer to, among others. the U . S .  government. Gottlieb 
caucused in the 1992 presidential primary and voted in the 1992 
general ?residential election, and intends to caucus in the 1996 
primary dnd vote in the 1996 general presidential election. 

Complainant, Michael A. Siegel, 919 30th Ave South, Seattle 
98144, is a citizen of the United States, registered voter in the 
state of washington, and taxpayer to, among others, the U . S .  
government. Siegel is a member of the Democratic Party and 
caucused j-n the 1992 presidential primary and voted an the general 
e1ectior.s. Siegel intends to caucus in the 1996 primary and vote in 
the 1996 general presidential election. 

Cornplainant Todd Herman, 11203 East 
a citizen of the United States, member 
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registered voter in 
others, the U.S. 

the state of Washington. and t r to, among 
government. Hernaan caucused in the 1992 

presidential primary and voted in the 1992 genexal presidential 
election, and intends to caucus in the 1996 primary and vote in the 
1996 general presidential election. 

Complainant Joseph P. Tartaro, 267 Linwood Ave., Buffalo, NY 
14209, is a citizen of the United States, registered voter in the 
state of New York, and taxpayer to, among others, the U.S. 
government. Tartaro is a registered Democrat and voted in the 1992 
presidential primary and general elections. Tartaro intends to 
vote in the 1996 presidential primary and general elections. 

Complainant Second Amendment Foundation, 125QO Northeast Tenth 
Place, Bellevue, WA 98005, is a tax-exempt public charity organized 
and operated to educate the American public on the issues impacting 
the Constitutional right to bear arms. The Foundation is exempt 
from taxation under Section 501(c) ( 3 )  of the Internal Revenue code. 

Complainant Center For the Defense of Free Enterprise, 12520 
Northeast Tenth Place, Bellevue, WA 98005, is a tax-exempt public 
charity organized and operated to educate the American public on 
the issues impacting free enterprise in the United States and has 
a specific interest in the fiscal responsibility of the federal 
government, misuse of tax funds, government waste, and the 
effectiveness of the functioning of government. The Center is 
exempt from taxation under Section 501(c) ( 3 )  of the Internal 
Revenue Code. 

Complainant American Political Action Committee ['AmeriPAC"], 
POB 1682 Belleme, WA 98309, is a political committee organized and 
operated to promote the candidacies of individuals whose position 
on the issues promotes the individual civil liberties of all 
Americans and has a SFscific interest in promoting honest and 
lawful campaign conduct by candidates. AmeriPAC is a multi- 
candidate political committee registered with the Federal Election 
Commission. AmeriPAC has an organizational interest in equal 
access to campaign fin3nce for a l l  candidates, prevention of any 
candidate receiving unfair campaign advantage through vio2atian of 
election laws and in fair and competitive elections administered 
with the same rules and regulations for all candidates. 

Page 2 of 8. 
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Respoadent Bill Clinton was a candidate iR 
primary and general election for President of the 

the Democratic 
States in 1992. 

He is the President of the United States, a d  hie address is The 
White House, 1600 Pennsylvania Avenue, NW, Washington, D.C. 

Respondent Clinton For Presidency Committee [the "Clinton 
Committee"] is the principal campaign committee of Bill Clinton for 
the primary election of 1992. The Committee is registered with 
the Federal Election Commission and identifies it address to be POB 
615, Little Rock, Arkansas 72203 on its May 22, 1992 amended 
Statement of Organization. 

Respondent Robert A. Farmer is Treasurer, and Respondent Bruce  
R. Lindsey is Assistant Treasurer of the Clinton For President 
Committee. The Treasurers' address is the same as the Clinton 
Committee's address. 

Other interested parties include: 

The Clinton/Gore '92 Committee is the principal campaign 
committee of Clinton for the 1992 general election. Its address is 
112 West Third Street, Little Rock, Arkansas 72203. R o b e r t  Farmer 
is identified on the 7/14/92 Statement of Organization as the 
Treasurer. 

The Clinton/Gore '92 General Election Legal and Accounting and 
Compliance Fund [the "GELAC" or the "Clinton/Gore 92 General 
Electlor. Compliance Fund"] is the committee for the general 
electior, operated to maintain compliance with federal election laws 
for the Clinton campaign. Its address is FOB 615, Little Rock, 
Arkansas 72203. David Watkins is identified as the treasurer on 
its 5/22/92 Statement of Organization. 

President Clinton engaged in a scheme to enhance the resources 
available for  the pxomotion of his candidacy in the 1992 general 
election. His primary election campaign committee, the Clinton 
Fcr President Committee, manipulated its post-convention cash 
baiance and debts in order to receive public matching funds to 
which Clinton was not entitled and were used in the general 
election by the Clinton/Gore '92 General 
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These resources were assumedly used for legal and accounting 
purposes, and thus subsidized Clinton's direct electioneering and 
the Cfinton/Gore892 Committee's campaign efforts since additional 
campaign resources were not spent on compliance matters. 

Specifically, in excess of $ 5 . 8  million dollar5 in private 
contributions were solicited and received by the Clinton For 
President Committee. Instead of application of these funds to 
extinguish a campaign debt in excess of $7 million as required by 
FEC,regulations, the Clinton Committee intentionally and illegally 
diverted in excess of $ 2 . 4  million dollars to a legal and 
accounting fund for the general election. This scheme enabled the 
Clinton Committee to receive $ 2 . 9  million in additional matching 
funds to which it was not entitled. 

The U.S. Treasury, and the American taxpayer has suffered 
damages in an amount calculated to be $2.9 million. 

This complaint alleges the Respondents' conduct constitutes 
a violation of chapter 95 of title 26 of the United States Code and 
is brought pursuant to 2 U.S.C. section 437g (a) (1) - 

The alleged conduct of the Respondents which violated statutes 
and regulations under the jurisdiction of the Commission, 
specifically the Presidential Primary Matching Payment Account Act, 
and the Commission regulations promulgated thereunder, is as 
follows : 

A .  The Clinton Committee solicited contributions up to and 
including July 17, 1992 for the primary election for tke Clinton 
For President Committee and represented to the contributors that 
the contributions could be matched by federal funds. The 
contributions were made payable to the Clinton For President 
Committee and the Clinton For Presid.ent Committee depcsited the 
Contributions in the Clinton For President campaign depository. 
Clinton was nominated on July 15, 1992 which is his date of 
ineligibility, or "DDI", for additional primary public financing. 
After the date of ineligible private contributions m-xx be applied 
to a campaign's deficit before any matching funds may be received 
by the Clinton Committee. 
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Contributions deposited between July 16 and October 2, 1992 by 
the Clinton Committee from these solicitation totaled in excess of 
$ 5 . 8  million. Of the funds collected as a result of the 
solicitation for  the prifflary election, the Clinton Committee 
transferred $2.4 million to the Clinton/Gore'92 General Election 
Compliance Fund, instead of applying them to reduce the post- 
convention debt. This had the effect of skewing the net balance 
for outstanding campaign obligations, or "NOCO" which is the basis 
€or receiving public funds to retire the campaign debt. 

Between July 16, and October 2, 1992 the Committee submitted 
for matching requests totaling over $6 million. Relying on the 
accuracy of the submissions as being eligible to be matched, the 
FEC certified €or payment the same amount which was paid by the 
U.S. Treasury. 

Thus, the Clinton Committee was able to receive an additional 
$2.9 million dollars to which it was not entitled under 26 U.S.C. 
section 9034.1. The Committee received this inflated amount 
because they intentional made a business decision not to apply all 
of their primary funds to their net outstanding campaign 
obligations in order to receive additional campaign resources from 
public funds. 

See generally the FEC Report of :he Audit Division, relevant 
sections are attached as Exhibit 1 at 78-91 and are incorporated by 
reference herein and the Statement of Reasons to the Final Audit 
Reporr by Commissioners Elliot, Aikens, and Potter which is 
attached as Exhibit 2, and is incorporated by reference herein. 

The Respondent's actions to inflate the NOCO by divert post- 
convention contributions from use in retiring primary election debt 
in order to receive close to 53 million in public funds to which 
Clinton was not entitled violates the Presidential Matchin9 Funds 
Act, 26 U.S.C. section 9034 and 9037 and 11 C.F.R. section 9034.1 
(b), and are an illegal redesigzation violative of 11 C . F . R .  
section 9003.3(a) (1) (iii) (A)  and (D) . 

E. As previously stated, :he Clinton Committee suSmitted 
funds raised after the date of ineligibility from the referenced 
solicitations f o r  matching funas for primary election debt 
retirement and then transferred some of these funds to the GELAC 
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fox general election compliance. The transferred funds were 
indistinguishable from the funds submitted fox matching with 
taxpayer dollars in that they were solicited by the same mailing, 
mailed to the same address, made payable to the same committee and 
received at the same time. See Statement of Reasons, Exhibit 2 at 
6. 

Assuming ad arguendo some of the contributions were not 
designated for the primary, the only position consistent with the 
letter and spirit of the Presidential Primary Matching Payment 
Account Act is that none of the contributions were designated for 
the primary. Accordingly none of these contributions are eligible 
for matching funds. 

The act of making a submission for matching funds based upon 
nonmatachable contributions is in violations of 26 U.S.C. section 
9034 and 9037. - 

For the American people, the following, i n t e r  alia, public 
interests are at stake in the Commission reaching a prompt 
determina:ion that the Respondents violated relevant federal 
election laws and applying appropriate sanctions: 

a. preserve the integrity of the public financing system; 

b. punish the unfair advantage Clinton took in the 1992 general 
election by use of millions of extra campaign dollars; 

c. deter future candidates from manipulating their books in the 
1996 presidential primaries to secure unfair competitive 
advartage; 

d. restitution to the U . S .  Treasury af $2.9 million; 

e. replenish the federal treasu-ry to ensure there is sufficient 
funds for public financing of the 1996 presidential election; 
and 

f .  ensure equal justice under the laws in the application of the 
campaign finance statutes in an even-handled manner to all 
persons - -  even if one Respondent is the President of the 
United States. 
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For the Federal Election Coatmission the following, in ter  alia, 
public interests are at stake in the Commission roaching a prompt 
determination that the Respondents violated relevant federal 
election laws and applying appropriate sanctions: 

a. restore public confidence in the Commission's ability to make 
a unified nonpartisan decision directly impacting the agency's 
power to protect the public fisc; 

b. avoid abrogation of Congressional authority by turning a 
conditional grant of public funds into a flat entitlement for 
maximum financing; and 

c. employ proper procedure to change agency policy by 
implementing rulemaking, with the opportunity for public 
comments, on any changes the F€C will make in the public 
financing regulations. 

The individual Compiainants and the over 650,000 members, 
supporters and contributors of the Second Amendment Foundation, 
Center For the Defense of Free Enterprise, and American Political 
Action Committee are committed to vindication of the these 
interests in this case. 

The Respondents committed knowing and willful violations of 
the Presidential Primary Matching Payment Account Act. The 
Commission should impose pursuant to 2 U.S.C. section 437g(a) (5 )  (a) 
a penalty in an amount equal to 200% of the contributions and 
expenditures in the violation, or SS.8 million. 

The diversion of millions of dollars in a presidential 
campaign is a major campaign decision which would involve the 
candidate and the campaign treasurers. Each individual is 
responsible for the actions of the Clinton For President Committee 
because, upon information and belief, each either participated in 
the course of conduct ar assented to this conduct or ratified it. 

The Respondents are jointly and severally liable for the 
penalries. 

Page 7 of e .  < 
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For these reasons, all Complainants respectfully request that 
the comission find that Respondents have violated the federal 
election laws, and impose sigmificant penalties. Since the 
Commission is familiar with the underlying facts and the =C 
determination of these election law violations will have a 
significant impact on similar campaign tactics employed by 
candidates in the 1996 presidential primaries, the Complainants 
request that this matter under review be processed on an expedited 
basis. 

Date: March 9 ,  1995 

Respectfully submitted, 

C o u n s e l  For Complainants 

Suite 700 
888 Sixteenth Street, NW 
Washington, DC 20006 
Telephone: 202-765-6677 
FAX: 202/635/1912 

Of counsel: Robert Ricker 

-22008 - 
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FOR TEZ DISTRICT OF 

ALAN GOTKIEB 1 
12500 Northeast Tenth Place 1 
Bellevue, HA 38005 1 

1 
TODD HERMAN 
11203 East 36 
Spokane, WA 99206 

M I K E  SIEGEL 
919 30th Ave South 
Seattle 98144 

JOSEPH P. TARTBRO 
267 Linwood Ave .  
Buffa lo ,  NY 14209 

SECOND AMENDbBNT FOUNDATION 
12500 Northeast Tenth Place 

, Bellevue, WA 98005 . 

CENTER FOR THE DEF€NSE 
OF FREE ENTERPRISE 
12520 Northeast Tenth Place 
Belleme. WA 98005 

and 

PLMERICAN 
POLITICAL ACTION COSWITTEE 
POB 16132 
Bellevue, WA 98009 

Plaintiffs, 
V. 

FEDERAL ELECTXON ~ I S S I O N  
999 E Street, NW 
Washington, D.C. 20006 

Defendant. 

1 

* 

C.A. No. I 
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1. Plaintiffs petition the Court to declare that the defendant 

Federal Election Commission [*FEC" or "Comaeissjonm11 acted 

contrary to law when, on Augus~'3.6, 1995, it ignored the 

recanmendation of its General Counsel and dismissed an 

administrative complaint that plaintiffs had filed with the 

Commission on March 9, 1995. Plaintiff's administrative complaint 

in Matter Under Review 4192 ["MUR 4192"l alleged that President 

william J. Clinton, The Clinton For President Committee [the 

"Primary Committeeml, its Treasurers and The Clinton/Gore '92 

General Election Legal and Accounting and Compliance Fund [the 

*GELAC" or the "Compliance Fund"1,and its treasurers violated the 

Presidential Primary Matching Payment Account Act, 26 U.S.C. S 

9034 and 9037 which resulted in the Clinton campaign receiving 

over 53 million dollars of public funds to which the campaign was 

not entitled. Exhibit A. 

2. President Clinton, the Primary Committee and its Treasurers 

applied the Federal Election regulations controlling transfers to 

a Legal and Accounting Compliance Fund, 11 C.F.R. 9003.3(a) (11, 

in a manner that allowed it EO unlawfully obtain more public 

\ 
- 
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funds than those to which it was entitled by arbitrarily treating 

the same contributions as both matchable primary contributions 

and contributions intended for the Compliance Fund. 

3. AS the FEC's General Counsel correctly found, President 

Clinton's, the Primary Campaign's and its Treasurers' aqd the. 

Legal Compliance Fund's and its Treasurers' conduct violated 11 

C.F.R. 55 9003.3(a) (11, 104.14 (d), and 9034.5(a). The FEC by a 

3-3 vote, however, was -able to find a violation of the Federal 

Election Campaign Act of 1971, as amended [the "Campaign Act" or 

"FECA*] , and dismissed the complaint. 

4 .  Plaintiffs are aggrieved by the Commissions dismissal of its t 

complaint against President Clinton, the Primary Committee, and 

its Treasurers. Pursuant to 2 U.S.C. S 437g(a) ( 8 )  of the FECA, 

plaintiffs request this Court: (a) to declare the Commission's 

dismissal of its complaint was arbitrary and capricious and 

contrary to law, as specified below, and (b) to order the 

Commission to precede to act on the allegations of plaintiffs' 

complaint against President Clinton, the Primary Campaign a~c9 its 

Treasurers, in conformance with the Court decision within t h irty 
days 

5. Jurisdiction of this Court is conferred under 2 W.S.C. 9; 

3 



6. Venue resides in this district pursuant to 2 U . S . C .  0 

437g(a) ( 8 )  (A) and 28 U . S . C .  § 1391 (b) and (e). 

7. Plaintiff Alan Gottlieb, 12500 Northeast Tenth Place, 

Bellevue, MA 98005, is a citizen of the United States, m@&er of 

the Republican Party, registered voter in the state of 

Washington. and taxpayer to, among other governmental entities, 

the U.S. government. Gottlieb caucused in the 1992 pxesidential 

caucuses and voted in the 1992 general presidential election, and 

intends to caucus in the 1996 caucus and vote in the 1996 general 

presidential election. 

8. Plaintiff, Michael A. Siegel, 919 30th Ave South, Seattle, WA 

98144, is a citizen of the United States, registered voter in the 

state of Washington, and taxpayer to. among other governmental 

entities, the U.S. government. Siegel is a member of the 

Democratic Party and caucused in the 1992 presidential caucuses 

and voted in the general elections. Siegel intends to caucus in 
1 

the 1996 caucuses &d vote in the 1996 general presidential 

election. 

9. Plaintiff Todd Herman, 11203 E a s t  36, Spokane, WA 99206, is a 

220112 
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citizen of the United States, member of the Republican Party, 

registered voter in the state of Washington, and taxpayer to, 

among other governmental entities, the U . S .  government. Herman 

caucused in the 1992 presidential caucuses and voted in the 1992 

general presidential electioE, and intends to caucus in the 1996 

caucuses and vote in the 1996 general presidential election. 

10. Plaintiff Joseph P. Tartaro, 269 Linwoad Ave., Buffalo, NY 

14209, is a citizen of the United States, registered voter in the 

state of Mew York, and taxpayer to, among other governmental 

entities, the U . S .  government. Tartaro is a registered Democrat 

and voted in the 1992 presidential primary and general elections. 

Tartaro intends to vote in the 1936 presidential primary end 

general elections. 

11. Plaintiff Second Amendment Foundation, 12500 Northeast Tenth 

Place, Belleme, UA 98005, is a Kax-exempt public charity 

organized and operated to educate the American public on the 

issues impacting the Constitutional right to bear arms and other 

issues. It and its contributing members have an organizational 

interest in - the fiscal responsibility of the federal government, 

misuse of tax-funds, government waste, and the effectiveness of 

the functioning of government. The Foundation is exempt, from 

I 
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taxation under Section 5Ql (c) ( 3 )  of the Internal Revenue' Code of 

1986, as amended. 

12. Plaintiff Center For the Defense of Free Enterprise, 12520 

Northeast Tenth Place, Bellewe, WA 98005, is a tax-exempt 

public charity organized and operated t6 educate the American 

public on the issues impacting free enterprise in the United 

States. It and its contributing mewbers have a specific interest 

in the fiscal responsibility of the federal government, misuse of 

tax funds, gove-ent waste, and the effectiveness of the 

functioning of government. The Center is exempt from taxation 

under Section 501(c) ( 3 )  of the Internal Revenue Code. 

'13. Plaintiff American Political Action Committee ["AmeriPAC"], 

POB 1682 Belleme, WA 98009, is a political committee organized 

and operated to promote the candidacies of individuals whose 

position on the issues promotes the individual civil liberties of 

all Americans and has a specific interest in promoting honest and 

lawful campaign conduct by candidates. AmeriPAC is a multi- 

candidate political committee registered with the Federal 

Election Commission. AmeriPAC and its contributors have an 

organizational. interest in equal access to campaign finance for 

t 
- 

all candidates, prevention o f  any Candidate receiving unfair 

6 
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campaign advantage through violation of election laws and in fair 

and competitive elections administered with the same rules and 

regulations for all candidates. 

14. Defendant FEC is the agcncy of the United States government 

empowered w i t h  exclusive primary jurisdiction to aekninister, 

interpret and enforce the FECA, see generalry 2 U.S.C. 6 437c 

(b) (11, 437d (a) and 437g, and the Presidential Primary Matching 

Payment Account Act, 26 U . S . C .  S 9QQl et seg (“Primary Matching 

act”). 

. 

15. William J. Clinton was a candidate in the 1992 primary and 

general elections and was elected President of the United States 
. .  

in 1992. Upon information and belief, President Clinton will seek 

reelection to that office in 1996 and will be a candidate in the 

1996 rprimary and general election. 

16. The Primary Committee was the principal campaign committee of 

President Clinton for the 1992 primary election. Upon 

information and belief, Robert A. Farmer and Bruce R. Lindsey 

were the treasurers of  Clinton’s Primary Committee at the time 

the committee filed with the FEC in 1992, and J.L. Skip 

Rutherford. is the current treasurer. 

t 
- 
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17. The Clinton/Gore ' 9 2  Committee ("General Election Committeem] 

is the principal campaign committee of Clinton for the 1992 

general election. Upon infomarion and belief, Robert Farmer 

was the treasurer of the General Election Committee at the time 

the committee filed with the FEC in 1992 and J.L. Skip 

Rutherford, is the current treasurer. 

18. The GEILBC was the committee for the general election operated 

tu maintain compliance with federal election laws by Clinton's 

General Election Committee. 

19. The Primary Matching Act provides that a candidate is 

entitled to matching funds for each matchable contributions 

except that a candiaate who has become ineligible may not receive 

further matching payments regardless of the date of deposit of 

the underlying contributions if he has no net outstanding 

campaign obligations. 11 C.F.R. L 9034.1(a). 

2 0 .  11 C.F.R. § 9034.1 (b) states that if on the date of 

ineligibly a candidate has net outstanding campaign obligal!ions 

[ONOCOn1, as defined under 9034.5, that candidate may continue eo 

received matching payment for matchable contributions received 

and deposited on or before December 31 of the Presidential 

8 
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election year 

remaining net 

$ 1  

provided that on the date of  iayment therc are 

outstanding campaign obligations. 

21. Net outstanding campaign obligations axe the difference 

between the total of all outstanding obligations for qualified 

campaign expenses as of the candidate's date of ineligible plus 

estimate necessary winding down costs, less cash on hand as of 

the close o f  business of the also day of eligibility, including 

all contributions dated on o r  before the date whethex or not 

submitted for  matching. fl C.F.R. S 3034.5. 

22. Within 15 days after a candidate's date of ineligibility, the 

candidate shall submit a NOCO statement. 11 C.F.R. S 9034.5(a). 

The NOCO statement will reflect the candidate's financial status 

as of the date of ineligibility and it will show whether the 

candidate has net outstanding campaign obligations. Explanation 

and Justification for Regulatiorr Presidential Primary Matching 

Funds, 46 5229 (Feb. 4, 1983). 

23. Each treasurer of a political committee shall file reports of 

receipts and disbursement f o r  such committee. 2 W.S.C. 0 

434(a) (I). Each treasurer of a political committee, and any( other 

person required to file any report ob statemwit under the F'EC's 

regulations, shall be personally responsible for the timely and 

complete filing of the report or statement ana for the accuracy 

- 
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of any information or statement contained in it. 11 C.F.R. s 
104.14 (d). Such repsrts and statement include NOCO Statements. 

Explanation and Justification for Regulations Presidential 

Primary Matching Funds, 46 25675 (Jut? 3, 1987). 

2 4 .  In order to be eligible to receive public finds for the 

general election, a major party candidate rnu8t certify to the 

Commission that he or she will not accept private contributions 

to defray qualified campaign expenses. 26 U.S.C. S 9 0 0 3 W  (21. 

However, a major party candidate may establish a legal and 

accounting compliance fund and accept private contributions into 

the fund if such ~ontributions are received and disbursed in 

accordanse with 11 C.F.R. S 9003.3. Pursuant to 11 C.F.R. 5 

9003.3 (a)  (1) [ii) private contributions received during the 

matching payment period that are remaining in the primary 

committee's accaunts which are in excess of any amount needed to 

pay primary expenses or repay the Presidential Psimary Matching 

Payment Account, may be transferred to the legal and accounting 

compliance fuad without regard eo contribution limits. 

25. Conrributiono ehat are made after the beginning of the 

expenditure report period and are designated for r&e primary 

election, but which exceed the contribution limitation for the 

primary election. however, may be transferred eo and deposited in 

15 
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the legal and accounting 

the contributor's redesignation in accordance with 11 C . F . R .  S 

lirnce fund ih e& candi 
, 

110.1. 11 C.F.R. § 9003.3 (a) (1) (iii). 

26. Pursuant to 13 C.F.R. si llO.l(b) ( 4 )  (El-(iii), a contribution 

shall be considered to Fx designated in writing €or a particular 

election if: (1) the contribution is =de by check. money order, 

or other negotiable instrurrrne which clearly indicates the 

particular election with respect: to which the contribution is 

made; ( 2 )  the contribution is accampaniod by a witing. signed by 

the contributor. which clearly indicates the particular election 

with respect (LO which the contribution is made; or (3) the 

contribution is redesigned in accordiance w i t h  11. C.F.R. I 

110.l(b) ( 5 ) .  

2 7 .  Contributions that do not exceed the contribution limits for 

the primary election may be redesignared a d  deposited in a legal 

and accounting compliance fund only if: (1) the contributions 

represent funds in execs8 of any -me I M ~  to pay remaining 

primary expenses; ( 2 )  the redesignation %re Peeeivcd with 60 days 

of the treasurer's receipt of the conrrihtion; ( 3 )  the 

requirements of redeaignation rules have bean satisfied; and ( 4 )  

the contributions have not been submitted far matching. 11 C . F . R .  

5 9003.3 (a) (1) (iii) (A) - (D) . 

- 
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How THE ArnXQN OF PRESXDEMT CLINTON AND THIS COMMITTEES 

2 8 .  As a result of his nomination on July 15, 1992 as the 

Democratic candidate for President in the general electiqn, 

President Clinton became ineligible to receive additi0na.l 

matching funds for his primary campaign except for winding down 

expenses. The Primary Committee had a NOCO, or deficit, of 

$8,303,280 and was required to use private contributions to pay 

its primary expenses before it could transfer or redesignate any 

private contributions to the Compliance Fund. 

29. Instead of applying the private contributions to the NOCO, 

the Primary Committee transferred and redesignated $1,419,153 to 

the Compliance Fund after the date of ineligibility and during a . 

time in which there were primary expenses. The transfer was in 

violaFion of 11 C.F.R. 5 9003 (a) (1) (iii) because the private 

contributions should have been applied to the primary expenses. 

30. The $1,419,153 in contributions transferred to the Compliance 

Fund were contributions designated by the donors to the primary 

election since they were made payable to "Clinton for President" 

or a similar entity, and were solicited, received, deposited and 
- 

reported by the Primary Committee when it had net outstanding 

campaign obligations. . .  

12 
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31. The net outstanding campaign obligations on the NOCO 

statements o f  the Primary Committee resulted solely from the 

transfer of private contributions to the Compliance Fund. If the 

primary committee had not transferred out the $ 1,419,153 there 

would not have been net outstanding campaign obligations. 

32. President Clinton, the Primary Committee, its Treasurer 

- 

. -  . -  I? f 
,a% 1-2 submitted NOCO Statements that did not accurately reflect the 
t& 
! g  

p3 
1% v 

p.7 

$ 2  Committee's outstanding obligations and assets 

C . F . R .  § 104.14(d!. 

33. Instead they submitted its NOCO Statements 

;=r .a.c outstanding obligations which they should have 

. .  

.*+. 
#>I 

in violation of 

reflecting net 

11 

used the private - 
qi . . 

la 9 -  contributions to satisfy. The private contributions instead were 
1- 

transferred to the compliance fund. 

34. Upon information and belief, President Clinton, The Primary 

Committec, an6 its treasurers knowingly and transferred private 

funds to the Compliance Fund when there was a deficit, submitted 

to the inaccurate NOCO statements, and applied the private 

contributions to the Compliance Fund for the General Election. 

These actions resul.ted in over a $3 million unfair campaid 

finance advantage over the opposing candidate in the general 

presidential election. The Primary Committee received, according 

the FEC Audit Department, over $3 million in . .  public - funds to 

13 
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which it was not entitled in violation of 26 C . F . R .  B 9034 by 

virtue of chis diversion of funds to the Compliance Fund. 

35. The duty to not obtain public finds for which a candidate is 

ineligible and to submit NOCO Statements that are as accurate as 

possible is vital to the American pubic financing,system and fair 

and competitive elections and the ultimate integrity of the 

office of President. 

36. Section 8 437g(a) (1) provides that any person who believes 

that a violation of the FECA or the Fund Act has occurred may 

file a complaint with the FEC. Plaintiffs filed their 

administrative complaint pursuant to this provision. 

37. 2 U.S.C. 8 437g(a) ( 2 )  provides that, if the FEC, upon 

receiving a complaint, determines by a vote of four of its six 

members that it has -reason to believe" that a person has 

committed or is about to commit a violation of the FEC& or the 

Fund Act, the FEC shall conduct an investigation into the 

allegations contained in the complaint. 

38. 2 U . S . c . - S  437g(a) ( 4 )  (A) (I) provides that, if the FEC, by a 
vote of four of its six members, determines after such 

investigation that there is "probable cause" to believe a person 

violated the FECA or the.Fund Act, the PEC shal-1 attempt to reach 

14 
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a conciliation agreement. Under 2 O . S . C .  5 437g(a) (6) (A) if the 

FEC fails to reach such a conciliation agreement, it may, upon a 

vote of four of its members, institute a civil action for relief 

against that person. 

39. 2 U.S.C. § 437g(a) ( 8 )  (A )  provides that any person aggrieved 

by an order of t-he FEC dismissing a complaint filed by such party 

under 2 W.S.C. § 437g(a) (1) may file a petition with the:United 

States District Court for  the District of Columbia. 2 U.S.C. § 

437g(a)(8) (C) provides that this Court may declare the dismissal 

contrary to law and may direct the FEC to conform with such 

declaration within 30 days. 

THE FRC 

40. The FEC General Counsel on July 27, 1995 recommended that the 

Commission find reason to believe that President Clinton. the 

Primary Committee, and J.L. "Skip" Rutherford, as treasurer, the 

GELAC, and J . L .  "Skip" Rutherford, as treasurer, violated 11 

C.F.R. § 9003.3 (a) (11, and that President Clinton, the Primary 

Committee, and J.L. "Skip" Rutherford, as treasurer, violated 11 

C.F.R. 5 104.14 (d)- and 9034.5 (a]. 

41. On August.16, 199.5 the FEC considered the plaintiffs' 

- 

administrative complaint and its General Counsel's recommendation 
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but was equally divided on whether to find' reason to believe that 

president Clinton, the Primary Committee, and S.L. "Skip" 

Rutherford, as treasurer, the GELAC, and J.L. "Skip" Rutherford, 

as treasurer, violated 11 C.F.R. 5 9003.3 (a) (1). and that 

President Clinton, the Primary Committee, and S.L. "Skip" 

Rutherford, as treasurer, violated 11 C.F.R. B 104.14 (d) and 

9034.5 {a). 

42. Three Commissioners voted against a determination that the 

transfer of $1,419,153 from the Primary Committee the Compliance 

Fund was not in accordance with fl C.F.R. 5 9003.3(a) (1) (iii) for 

two primary reasons. First, these Commissioners reason such a 

.'finding of a violation of 11 C.R. R. 5 9003.3 (a) (1) conflicts 

with the finding of the Commission's Audit Report in the Clinton 

Primary Committee and that the factual and legal determination 

which the Commission previously made in the First Audit Report 

are binding upon the Commission's action in MUR 4192. Second, 

these Commissioners concluded that the these contributions were 

not designated to the primary election and could not trigger a 

violation of 11 C.F.R. § 9003.3(a) (1) (iii). These Commissi Ll ners - 
constitute the controlling group since the Commission requires 4 

affimative votes to made a final determination and state the 

16 
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FEC's reasons for its actions in dismissal of MUR 4192. 

, :. , .  

E 

43. Three other Commissioners adopted their statement of reasons 

in the Audit Report that considered similar, but different, 

issues than raised in the instant action, and concluded that 

their three colleagues' failure to vote in favor of a violation 

of 11 C.F.R. I 9003.3(a) (1) (iii) could only be considered 

"arbitrary and capricious and contrary to l a w . "  

44. On August 16, 1995 the FEC voted 6-0 to close the file in MU'R 

4192. 

BOW THE FEC'S DTS THF: FECA "HE 

45. The FEC's dismissal of plaintiff's administrative complaint - . .  

action was contrary to law within the meaning of 2 U.S.C. § 

437g(a) ( 8 1 ,  and was arbitrary, capricious, an abuse of 

discretion, and otherwise not in accordance with law, with the 

meaning of 5 U . S . C .  I 706, because factually the Commission did 

not make a determination in the Final Audit as implied by the 

controllins group of FEC Commissioners that the transfer of the 

$1,419,151 from the Primary Committee to the Compliance Fund was 

in accordance with '11 C.F.R. §9003.3(a) (1) and if the Commission 

did so find, the finding was inconsistent with 11 C.F.R. 

§9003.3(a) (1) and FECA, and the failure of the FEC to make a 

3 
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final determination on 

' I  

an issue due to a 3-3 deadlock vdte does 

not preclude the FEC from making a different determination under 

2 U.S.C. 1 437g at a subsequent time, including a determination 

that the conduct at issue constitutes a civil violation of FECA. 

46. The FEC's dismissal of plaintiff's administrative complaint 

action was contrary to law within the meaning of 2 U.S.C. 

437g(a) ( 8 1 ,  and was arbitrary, capricious, an abuse of 

discretion, and otherwise not in accordance with law, within the 

meaning of 5 U . S . C .  § 706, because the Primary Committee in 

violation of 11 C.F.R. 19003.3 (a) (1) transferred funds to the 

Compliance Fund when primary debts remained. The controlling 

group of Commissioners misinterpreted the application of 11 

C.F.R. 59003.3 as to the $ $1,419,151 transferred by not 

requiring it to be applied to the NOCO and by permitting the 

Primary Committee to arbitrarily designate some but not all such 

contributions to be used to repay the NOCO so the campaign could 

maximize its campaign resources in the general election. The 

FEC's interpretation is contrary to its own regulations, FECA and 

precedent. I 

47. The FEC's dismissal of plaintiff's administrative complaint 

action was contrary to law with the meaning of 2 U.S.C. 1 

. -  
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437g(a) (81 ,  and vas axbitrary, capricious, and abuse of 

discretion, and otherwise not in accordance with law, with the 

meaning of 5 U.S.C. 5 706, because the Commission failed to find 

a misleading NOCO Statement understating campaign assets was 

submitted to the Commission in violation of 11 C.F.R. g 104.14 

(d) and 9034.5 (a) and misapplied these regulations in such a 

detenninat ion. 

48. The FEC's dismissal of plaintiff's administrative complaint 

action was contrary to law with the meaning of 2 U.S.C. 5 

437g(a) I l l ,  and was arbitrary, capricious, an abuse of 

discretion, and otherwise not in accordance with law, with the 

meaning of 5 U.S.C. 5 706, because the FEC failed to find the 

Primary Committee received public funds to which it was not 

entitled in violation of 26 U.S.C. I§ 9034 and 9037 when it 

diverted primary funds to the general election compliance fund. - 
WHEREFORE, the plaintiffs respectfully request that this 

Court : 

A. Declare contrary to law defendant FEC's dismissal of I - 
plaintiffs' administrative complaint that William J. Clinton, The 

Clinton For President Committee, and its Treasurers, and the 
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G E ~ C  and its Treasurers violated 11 C.F.R. S 9003.3(a) (1); 

B. Declare arbitrary, capricious, an abuse of discretion, and 

otherwise not in accordance with law defendant FEC's dismissal of 

plaintiff's administrative complaint that Rresident William J. 

Clinton, The Clinton For President Committee, and its Treasurers, 

violated 11 C.F.R. § §  104.14(d) and 9034.5(a); 

C. Declare arbitrary, capricious, an abuse of discretion, and 

otherwise not in accordance with law defendant FEC's dismissal of 

plaintiff's administrative complaint that President William J. 

Clinton, The Clinton For President Committea, and its Treasurers, 

and GELAC and its Treasurers violated 11 C.F.R. OB 9034.S(a) arid 
- 

9 0 3 7 ;  

D. Issue an order directing defendant FEC to act in conformance 

with the Court's decision within 30 days after such decision; 

E. Award plaintiffs reasonable costs and attorney fees pursuant 

to 213 U.S.C. B 2412; ma, 

2 0  
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F. Grant such other relief as the Court may deem just. 

Respectfully submitted, 

October /o, 1995 
DC Bar #925677 
Counsel for the Plaintiffs 

888 Sixteenth Street, N.W. 
Seventh Floor 
Washington, D.C. 20006 
Tel: (202) 785-6677 
Fax: 202-835-1912 

Of counsel : Robert Ricker 
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Page 3/230Kk Mote gratuitous and false statement w i g  Bat hdemn's 
failure to reconcile her recotds. 

Page 3/23003: Note gratuitous and false statement 
difficulties the C X  was experiencing with its vendor, 

Page 7123007: Note Utrecht V ~ ~ O X B M S ~ Y  defends mother of 

Page 8/23008: Note U w h t  spates bookkeeping e m =  are urnvoidable 
and are to be expected in the normal course of business; again. in defense 
of another CPC vendor @ut not the Andemns' fm). 

Page 31/23031: Note Utrecht states 537,500 in payments to W y n  Gpaves 
were for administrative costs associated with w a g  down the campip. 
Months later it is caiscoved that the payments were to a campaign worker 
to keep quite about an alleged sexual hmssment episode involving David 
Watkins. Refer to Tab 18 for motz information. 

Page 4O/uwO: Note Uuecht's false statement that the .A.it&mns firm mght 
and obtained U M ~ C ~ S ~  &igna9ion statements for financial gain, without 
the knowledge of the CPC, apparently for the furancial gain involved. 

Page 41/23041: Note U w h t  stam the redesignation s?a&rnenS " 
the Committee's vendor" are supedums. 

Page 41/23041: Nore Utrecht claims the $2,444,557 transfened to the compliance 
fund was €he result of an "analysis" by the CPC - she failed to mention to the F W  
the batches of redesignation smements shown In Tab 14 (document series 14OOO). 

Fage 42123042: NW Utmht suggests that slow pmcessing of wntrihh 
kept the Clinton campaign fmm getting all it deserved in matching funds. 

UoQS230H/B Umxht and Sbachoy's rise (April 1995) to MUR 4192 



BEFORE THE FEDERAL ELECTION 

JULY 6.1994 

RESPONSE OF CLINTON FOR PRESIDENT 
COMMITTEE TO THE INTERIM REPORT OF 

THE AUDIT DMSION 

This response is filed on behalf of Clinton for President Committee (the "Primary - 
Committee" or "Committee") to the Interim Report of the Audit Division ("Interim Report", 
or "Report"). The Committee's response is numbered according to the proposed f d q s  of 
the Audit Division as set forth in the Interim Report. For the Commission's convenience we 
have also included a summary of the major issues contained in the Report and a guide IO the 
Committee's responses thereto. 

1. summarv 
There are several issues raised in the Interim Report that merit special attention by the 

Commission because they each have a significant impact on the Committee's NOCO or 
repayment obligation. 

The auditors' recommendation that the General Comminee should reimburse the 
Primary Committee for the full cost of $540,313 of equipment purchased by and used by the 
Primary Committee is directly contrary to the Commission's regulations at C.F.R. 5 
9034.5(c)(l). and its adoption would improperly decrease the Primary Committee's entitlement 
by $254,390'. &g Secrion HI.B.2.a. below. 

The auditors' recommendation that polling costs of $2202,525 incurred prior to the 
Primary date of ineligibility should be reimbursed by the General Comnittee is unsupponcd 
by the Commission's regulations. inconsistent with prior Commission actions. and its adoption 
would improperly decrease the primahy Committee's entitlement by $202,325. &g Section 
III.B.2.b. below. 

The auditors' recommendation that a joint primary f u ~ f ~ ~ n ~ c o m p l i a n c e  fund 
solicitation should have been allocated 50/50 instead of 85/15, as peasonably allocated by the 
vendor, is factually and legally unsupported, and its adoption would rcsult in an improper 
decrease of $130,823 in the Primary Conmitux's entitlements Section m.B.2.b. below. 

'This amount is funher increased in the lnterim report by an additional $79.808 for related 
wiring. 



The auditors' recommendation that the costs of the biographical film introduc:..g Bill 
Clinton to the Convention should have been paid by the General Connmittee is contrary to the 
Commission's regulations at 11 C.F.R. $5 9032.9(a). 9033.3~).  9032.6(a), inconsist-nr with 
prior Commission actions. and its adoption would improperly decrease the Primary 
Committee's entitlement by 5161.273. k Section IH.B.2.c. below. 

The auditors' recommendation that the General Committee should reimburse the 
Primary Committee $60,4320 for pamphlets pM&& for use in the primary and not used in the 
general is contrary to the Commission's regulations at 11 C.F.R. $5 9032.9 and 9034.5@)(1). 
and its adoption would improperly decrease the Primary Committee's entitlement by $60,420. 
sef Section III.B.2.d. below. 

The auditors' recommendation that $237.750 in bonuses paid to campaign staff and 
consultants were not qualified campaign expenses is contrary to the facts, the regulations and 
prior Commission precedent, and if adopted would improperly decrease the Committee's 
entitlement and increase the Committee's repayment. Section Dn.B.3.b. below. 

The auditors' recommendation that $179,357 in traveler's cheques purchased and used 
by the Committee for advance staff per diems were not qualified campaign expenses is 
contrary to the regulations, inconsistent with Commission Unarmem of traveler's cheques as 
permissible contributions, and if adopted would improperly decreaw the Committee's 
entitlement and increase the Comminees' repayment. &g k t i o n  IH.B.3.c. below. 

The auditors' recommendation that the Compliance Fund must reimburse the Primary 
Committee for $1,296,517 is contrary to the Commission's regulations at 11 C.F.R. fi 
llO.l(b) and $ 9003.3(a)(l)(iii). am! its adoption would result in an improper decrease of 
$1,296,517' in the Primary Committee's entitlement. &g Section m.D. below. 

The Comnaittee's arguments on these issues arc set out fully below and supported by 
additional documentation and testamentary evidence. Even a cqrsory glance at these issues 
strongly suggests that the auditors' efforts in these audits were to seek out specific 
disbursements made by the IFrimary and create aagunentp as to why these items should have 
been paid by the General Cornminee. for the sole purpose of decreasing the Primary 
Committee's entitlement and creating an artificially high prirraary repayment. 

. .  A. 

The auditors found discrepancies in the Primary Cornmittec's beginning 

*This number could be as high as $2,444,557. Section m.D. below. 
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blame. receipts, disbursemm and eedmg balance, all of whch werr materhlly conerted by 
amendments filed on July 2, 1993. These rnisstatewnts were essgnpially due to errors by one 
of the Committee's computer vendors who failed to reconcile her records to the accounting 
data and bank reconciliation provided to her by the Committee's accounting deparanent. 

No further action or response is necessary. 

. .  B. 

i I 

The auditors performed a sample review of Committee conuiburlons 
and apparently identified 26 contributions that were not itemkd as required. On the basis of 
this sample, the auditors projected that 8% of the Codara3e's individual contributions that 
required disclosure were not itemized. 

On July 2. 1933. the Primary Committee filed amended repons which 
materially corrected the itemization omissions identified by the auditors and therefore no 
funher action is recommended in the audit report. However, the Comn~nee notes that it does 
not agree with the auditors' results projecting itemization errors of 8%. Tbe Committee 
further notes that many of the errors occurred during June, July and August of 1992. During 
this period, the Committee experienced significant diffiulties with 
Primary Committee's repons. 

vendor preparing the 

c.  QisdQmSof- 

The auditois performed a sample review of Primary Committee contributions 
for occupation and employer information. On the basis of this sample. the auditors project 
that 49% did not have the required information. However, the auditors recommend no further 
action since the Committee sent an additional mailing in November 1992, requesting 
information from contributors who had not previously provided it. The additional contributor 
information was disclosed in amended reports filed in July 1993. Although no further action 
is recommended. h e  Committee disagrees with this f i i n g .  

The Committee contends that kst  efforts was satisfied prior to the November 
1992. mailing. All of the Committee's solicitations included contributor cards requesting 
complete contributor information in cotnpliancc with the applicable language in 11 C.F.R. 8 
104.7. Exhibit 1 contains sample Primary contributor cards. Under the regulatiors in effect 
in 1991, to 1993, the cornminee satisfied ahe "kst efforts" r equhmnt  if it made one wrimn 
request per solicitation. Since all Committee solicitations were accompanied by contributor 
cards requesting this information, the Comminee's solicitations fully satisfied this requirement. 

D. 

The Interim Report contends that the Primary Committee was required by 2 U.S.C. 8 
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434(b)(3)(F) to itemize each reimbursement received by Worldwide Travel for pres.' .d secret 
service travel. The Committee contends that it properly disclosed these reimbursemy:.:s as 
received from Worldwide Travel and that further itemization is not required by the A-:, 
regulations or other Commission precedents. 

2 W.S.C. 0 434(a) requires committees to Ne reports of receipts and disbursements. 
Generally, all reporting under the Act, other than debts and obligations is on a cash basis. 
The Commission has addressed a virtually identical issue to this om as to disbursements made 
by presidential commietees. In A 0  1983-25. the Commission concluded that the itemization of 
disbursement requirements weer met when a publicly financed campaign reported payments to 
its media vendor, and further hold that rhe Committee was not required to itemize payments 
subsequently made by the vendor on behalf of the committee. Thus. although committee 
vendors are required to main?ain documentation of disbursements made eo subvendors on 
behalf of a committee, the cornminee is not required to report or itemize such disbursements. 
The collection and receipt of reimbursements through a third party vendor is indistinguishable 
from the situation in A 0  1983-25. 

11 C.F.R. $ 104.3(a)(4)(v) requires only that a comminee identify each person who 
provides a rebate, refund, or other offset eo operating expcnditures to the reporting committee 
in an aggregate amount or value in excess of $200 within the calendar year. The Committee 
satisfied that requirement by reporting the receipt of press and secret service reimbursements 
from Worldwide Travel which was cperating as a vendor to the Committee in billing and 
collecting press and secret service reimbursements. All records pertaining to these collections 
were made available for audit as in A 0  1983-25. The reporting requirements, however, were 
fully met by reponing the receipts from WorIdwide. As in A 0  1983-25. the Primary 
Committee's mvrl  vendor was a distinct legal entity which entered into an ann's length 
commercial m g e m e n t  with the Corolmittee. Worldwide Travel was neither set up by the 
Prnmary Committee. nor was the Primary Comnnittee its ~ n l y  client. It is and was an ongoing 
mvel  business. 

The Comminee sought informal advice from the audit staff regarding whether these 
reimbursements must be itemizod and was advised that they need not be. We believe that 
advice was fully consistent with the requirements of fi 434(b)(3)(f). 5 104.3(a)(4)(v) of the 
regulations and A 0  1983-25. The Comnsitte believes that the auditors are now taking the 
position that the Worldwide reimbursements must be itemized simply because most committees 
have collected these refunds tbemseivcs and have not used a Dhird party vendor to collect press 
and secret service reimbursements. 

Although, the Primary Committee believes that its reporting was in full compliance 
with the requirements of the Act. the Cornnee has prepared aolPndmenfs as directed by the 
auditors itemizing the receipts from each press and secret service entity to the extent possible. 
T h i s  process was extremely timeconsuming and costly as the computer records to prepare the 
amendments had to be monstnrcted. Since the Committlx was operating under the 
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assumption that it did not have to itemize th is  Momtion .  tbe information was not maintained 
in a computer format that made it readily available for itemization. The Committee shall 
provide copies of the revised schedules that have been prepared iternking this inforanation. 
The amendments will be filed as soon as the revised surmnary pages and any other necessary 
amendments are completed. 

. .  . .  E. & 

The Interim Report alleges that seven persons made excessive advances KO the Primary 
Committee amounting to an aggregate total of $75.100, as a result of allegedly untimely 
reimbursement of expenses iiiurred on behalf of ?he Committee. As the Committee stated at 
the audit exit conference. each of the situations questioned by the auditors arose under 
different circumstances. the auditors have incomtly categorized them as excessive and 
untimely reimbursements, and the audit analysis overstates the mounts of any advance. 

Of the seven persons identified by the auditors, fou? were Committee staff and three 
were unpaid consultants to the Committee providing services. As to the staff members. the 
auditors' computer print-out provides a cumulative tom1 of all expense reimbursements 
received by the individuals without identifying those which were for personal transportation 
and subsistence. When the personal transportation and subsistence expenses have been 
subtracted from the analysis, the contribution figures are dramatically different. The 
Committee has prepared a correct analysis accounting for all permissible advances and 
reimbursements for transporntion and subsistence expenses4. Exhibit 2. 

The other three individuals were permitted under the Act and regulations to extend 
credit to the Committee under b e  ordinary course of business because as unpaid Consultants 
they were unincorporated vendors to the campaign under 11 C.F.R. !j 116.3. Each of the 
individuals involved volunteered their uncompensated services to the Committee and billed the 
Committee for the costs incurred in connection with providing those services to the 
Committee. Each of the individuals involved has substantial fundraising background and 
expertise and thus may be considered an unincorporated commercial vendor. Nothing in the 
Act or regulations prohibits vendors from volunteering their uncompensated personal services 
to a committee and charging the Comminee for the actual expenses incurred. Under 11 
C.F.R. !j 100.7@)(3), the value of services provided without compensation by any individual 

30ne (Harold kkes) was a volunteer consultant until May, 1992. a k r  which he went on the 

4The auditors' analysis of David Wilhelm is skewed by the inclusion of %6,ooO which the 
Committee decided IO reimburse him for the expenses of his apartment. It would have been 
permissible for him to pay these expenses without reimbursement, but it was also permissible for 
the Committee KO reimburse him. The timing of this reimbursement is legally immaterial. 

primary Committee's payroll. The Committee's analysis refleca the change in his status. 
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who volunteers on behalf of a candidate or committee is not a contribution. There I 

in 5 116.3 regarding extensions of credit by unincorporated entities that precludes a: 
individual who is providing services to a committee From volunteering his or her OUII ervices, 
but billing the Committee for at1 other costs incurred. Ken Brody. Shelia Davis Lawrence 
(whose expenses were reimbursed to her trust, M.L. Lawrence Trust), and Erskine Bowles 
were fundraising consultants to the Commhee. Just as other consultants incurred expenses in 
the course of providing services to the Committee and received rehbursements. so did these 
persons. 

I )thing 

The Commission's advisory opinions clearly pennit after the fact reimbursement for 
expenses incurred under such circumstances. See. e.g., A 0  1979-22 (permitting presidential 
campaign to reimburse for the expenses incurred by shared counsel in preforming non- 
compliance legal and political services to the campaign). Similarly. the Commission has 
permitted reimbursement of costs after the fact to artists volunteering their services in creating 
artwork For committees. See A 0  1980-34. 

F. 

The Interim Report identifies fourteen vendors as "11 C.F.R. $ 116.3 Problems." 
After a lengthy summary of the regulations at $9 116.3 and 114.9, the auditors state that these 
vendors "generally did not appear to be billing for anything above their costs." This 
conclusion is followed by a sumary of the facts of each situation which does not provide any 
legal analysis as to what is the specific alleged violation by each vendor. As described more 
fully below and supported by the attached documentation and affidavits. each of the situations 
identified by the auditors was in compliance with the Conunission's regulations. As the 
attached detailed documentadon clearly demonstrates. all activity by the noted vendors was in 
accordance with 11 C.F.R. $5 116.3 and 114.9. 

The Act and Regulations require that for unincorporated and incorporated commercial 
vendors an extension of credit is permissible if extended in the ordinary course of business and 
the terms are substantially similar to extensions of credit to nonpolitical debtors that are of 
similar risk and size of obligation. The Commission in 11 C.F.R. 5 116.3(c) has stated that 
the Commission will consider the foilowing factors when determining whether credit was 
extended in the ordinary course of business: 1) whether the commercial vendor followed its 
established procedures and its past practice in approving the extension of credit; 2) whether 
the commercial vendor received prompt payment in hull if it previously extended credit to the 
same candidate or political committee; and 3) whether the extension of credit conformed to 
the usual and normal practice in the commercial vendor's trade or industry. 

As the attached documentation regarding commercial vendors confirms, the billing 
process for each commercial vendor was within its n o m 1  and ordinary course of business in 
accordance with 11 C.F.R. 5 116.3. Accordingly, there was no extension of credit outside the 
normal course of business. The Act, Regulations and advisory opinions provide no set time 
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standard for payment, but only require that billing be handled in the vendor's normal and 
ordinary course of business. The fact that the law provides no d e f d  time limit necessarily 
acknowledges that different industries and trades operate with widely varying billing practices 
both in terms of how costs are billed and the timing of such billing. 

In addition, it is clear that vendors dealing with political campaigns. in an effort to 
fully comply with the election laws, take the time necessary to ensure b e  all charges are 
properly accounted for and ape billed at the appropriate amounts. To penalize these vendors 
who take the extra time and care to ensure compliance with the eiection laws would be 
ludicrous. Moreover, the Audit Staffs questioning and unreasonable pursuit of the above- 
noted vendors' billing is not only manifestly contrary to clear legal and factual authority 
demonstrating compliance with 11 C.F.R .@ 116.3 and 114.9. but also serves to defeat well- 
established Congressional and Commission objectives to streamline. simplify and shorten the 
audit process. In addition, it forces the Committee to expend valuable resources to respond to 
issues which clearly do not constitute prohibited contributions or extensions of credit outside 
the normal course of business either under the letter or the spirit of the law. For htance. the 
Audit staff has included in its analysis of extensions of credit. situations involving obvious 
clerical and bookkeeping mistakes which were rectified by the Committee and vendor prior to 
Commission action. To penalize the Committee for rectifying administrative and clerical 
errors. penalizes the Committee for making a good faith effort to voluntarily comply with the 
law and accordingly undermines one of the basic tenets of federal election law. 

In connection with the use of corporate facilities. the Regulations requires that a 
stockholder or employee who makes more than occasional. isolated or incidental use of a 
corporation's facilities for individual volunter activities in connection with a Federal election 
is required to reimburse the corparation within a commercially reasonable time for the normal 
and usual rental charge, as defined in 11 C.F.R. 8 lW.7(a)(l)(iii)@), for the use of such 
facilities. 11 C.F.R. 0 lOO.Y(a)(l)(iii)(B) states that "usual and normal charge for goods 
means the price of those goods in the market from which they ordinarily would have been 
purchased at the time of the contribution; and the usual and normal charge for any services, 
other than those provided by an unpaid volunteer, means the hourly or piecework charge for 
the services at a commercially reasonable rate prevailing at the time the services were 
rendered." Similarly, other persons who make use of corporate facilities must reimburse 
within a commercially reasonable time in the amount of usual and normal charge. 11 C.F.R. 8 
114.9(d). 

Importzmtly. neither the Act, Regulations or advisory opinions set any time limit as a 
standard for reimbursement and provide only that reimbursement be made within a 
"commercially reasonable time". Moreover, the Commission has itself acknowledged that "[in 
situations where billings are required to occur by entities which do not routinely bill for 
services rendered it is often difficult to defme a commercially reasonable time. " General 
Counsel's Report - MUR 1641. Accordingly, for those vendors that do not routinely bill for 
goods and services, it is only logical that the billing process could take longer. To penalize a 
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vendor for taking the necessary time to ensure that all costs are properly billed so a 
with 11 C.F.R. $9 115.3 and 114.9 would be senseless. In MUR 1641. the C o r n  
concluded, therefore, that when the Commission's investigation focuses upon recent 
ongoing activity it is necessary to look at whether the billing occurred only as a resuii $1; the 
Commission's findings. In every instance questioned by the auditors as to Primary Committee 
vendors. the billing took place prior to the auditors' review. 

:omply 
)n 

For those vendors operating as commercial vendors, the attached affidavits 
unquestionably demonstrate that their respective billings were handled in the normal and 
ordinary course of their business. In those situations involving the use of corporate or labor 
organization facilities, the attached affidavits prove that all billings were handled in a 
commercially reasonable time in accordance with 11 C.F.R.§§ 114.9 and 110.7(a)(iii)@). 

in several instances, the vendors inadvertently made bookkeeping errors in the billing 
process. The Audit Staff would like to Weat these inadvertent errors as intentional extensions 
of credit outside the normal course of business in violation of the Act despite legal and factual 
authority to the contrary. Inadvertent bookkeeping errors are unavoidable in the operation of 
any business and, therefore. are within the normal and ordinary c o r n  of business. 
Moreover, in each instance. the attached affidavits demonstrate phat the vendors clearly 
intended to comply with the law by providing evidence of a signed contract, or reasonable 
explanations such as obvious bookkeeping erron. later discovered and immediately rectified. 
Most importantly, the vendors and Committee rectified these errors assoan as discovered. To 
penalize vendors and the Conunittee where inaavertent mistakes were made and immediately 
rectifitd upon discovery would seriously undermine the Cornmission's mission to encourage 
voluntary compliance. In fact, it would discourage parties from rectifying innocent errors. 

A summary of each 116.3 issue follows. 

&- As the attached afkiavit demonstrates, all 
aspects of Hellring Lindernan's billings including the timing of me issuance of invoices and 
payment by the Committee were handled within its ordinary course of business. Hellring 
Lmdeman's followed its usual, customary and established billing pmedms and its treatment 
of the Committee was wholly consistent with the manner in which it billed many other clients. 
In addition. to ensure compliance with applicable election laws. Hellring Lindeman took 
special care to ensure that all charges were properly accounted for and billed. Exhibit 3. 

-- The Audit Staff hiis questioned the timigg of billing by Goldman 
Sachs & Co. (Soldman Sachs") to the Commitpee for the rental of office space and 
miscellaneous expenses in the mount of $16,295 as possible extensions of credit outside the 
normal course of business. The Act, Regulations and advisory opinions provide no set time 
limit for billing and payment for the use of facilities but only require that reimbursement be 
obrained within a commercially reasonable time. As the attached affidavits clearly prove, the 
timing of Goldman Sachs' billing was done wirhin a commercially reasonable time. Exhibit 4. 
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As the affidavits confim, in all billings for the Cornuninee, Goldman Sachs followed 
its usual and established administrative procedures in accounting for, accumulating. verifying 
and billing charges to the Committee. Moreover, the processing and biiling of all the 
disbursements were within the customary and usual time periods for such expenses. According 
to Goldman Sash, the billing process for third parties normally may take anywhere from 
several months to more tban one yea; from the time that expenses are actually incurred. 

In connection with the use of office space by Mr. Carey, in order to assure that all 
charges were properly accounted for and billed to the Committee. Goldman Sack billed the 
Committee in a commercially reasonable time, consistent with Goldman Saclns' customary 
practices, after Mr. Carey vacated the office space. Mr. Carey only occupied the otherwise 
vacant office on various days in October and November, 1991, and such office space was nor 
used by Mr. Carey on a daily basis. Mr. Carey vacated the office space in or about 
November. 1991. and Goldman Sachs, following its usual and established procedures. 
promptly proceeded to review and confim the accuracy of all charges to the Committee in 
connection with the occasional use of the office. In February 1W2, Goldman Sachs issued an 
invoice to the Committee for the use of office space and related e x p w s .  The Committee 
paid the invoice in full within 60 days of the issuance of such invoice. As Goldman Sachs 
anests, both the timing of the billing and the timing of vhe payment are well within its 
customary timeframe for billing and recsiving payment for similar expenses by third-parties. 

Similarly, Goldman Sachs recorded and billed the Committee for car service expenses 
during the periods ended February 13, 1992, and March 18,1992. in Goldman Sachs' routine 
manner and within its n o m 1  time periods. as Goldman Sachs attests. Finally. the Committee 
was billed consistent with Goldman Sachs' normal commercial practice for the breakfast at 
Goldman Sacb, as the same affidavit also explains. The Commitwe promptly paid each of 
these bills as well. In sum, Goldman Sachs handled these expenses consisteiit with the normal 
course of its business and therefore has not extended credit 10 the Comminee within the 
meaning of the statute. 

- The affidavit of Charles Trainum. attached hereto. confirms 
that Sun Building Associates did not extend credit to the Committee outside the normal course 
of business. Exhibit 5 .  The Committee entered into a verbal agreement with the ComPnittee 
for short-term use of the space located in 1317 F Street, N.W.. Washington. D.C. In 
addition, all aspects of the billing process were handfed within the normal course of its 
business. It is not uncommon for the fmt bill to a new tenant to be delayed for several 
months while the initial processing takes place. In fact. the Partnership presendy leases space 
to a non-political tenant on identical terms to the arrangement with the Cormnittee. This 
tenant also occupied its space for several months before being billed. Moreover. after 
issuance of the Committee's bill and failure of the Committee IO pay such bill, Sun Building 
Associates referred the matter to its attorneys for immediate collection action. Accordingly. 

. .  
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all dealings between Sun Building Associates 2nd the ComrninCe were within the no 
ordinary course of the Partnership's business and accordingly do not constitute a prc 
contribution. 

. t i  anJ 
iited 

. .  - The auditors have questioned the billing o€ the Committee 
in the amount of $120,192 as a possible extension of credit outside the normal course of 
business. However, payment by the Committee in July, 1992, did not constitute an extension 
of credit outside the normal course of business. Manatt. Phelps & Phillips. like most law 
firms, frequently bills clients at the end of a project.s Manatt. Phelps cites many types of 
matters in which it bills non-political clients at the conclusion of a project. This is often 
necessary because it takes time to receive and process invoices from other providers and 
vendors which the f m  utilizes to provide services to clients. h addition. in the case of the 
Commktee. extra time and care was taken tQ ensure that all costs were properly accounted for 
and billed at the appropriate level in order to fully comply with applicable election laws. Tbe 
Committee received bills from M u t t ,  Phelps on July 8, 1992, and paid such bills promptly 
thereafter. 

As the attached affidavit from Judith Cunningham clearly demonstrates. all aspects of 
the Committee's billings were handled in the ordinary course of business and the Committee 
was treated in a manner totally consistent with the f m ' s  treatment of other non-political 
clients. Exhibit 6. Accordingly, the timing of the billing by M m t t ,  Phelps and receipt of 
payment was in accordance with 11 C.F.R .$ 116.3, and did not constitute an extension of 
credit outside the n o m 1  course of business. 

- The auditors have questioned the billing of $29.298 by 
Sutherland Company as a possible extension of credit outside the normal course of business. 
The auditors' assertions are erroneous. Sutherland Company is a political consulting and 
public relations f m .  Accordingly. it provided goods and services to the Committee and 
billed the Committee within its o r d i i  course of business. §utherl& Company billed the 
Committee as soon as practical while ensuring that all charges were properly accounted for 
and charged. Sutherland Company, as is its ordinary course of business, often used 
subcontractors to provide such goods and services and, accordingly, bad to wait to receive 
bills from such vendors before it could bill the Committee. In addition. the auditors state that 
Sutherland Company provided the use of its corporate aircraft 10 the C o d n e t .  The 
auditors' contention is incorrect. Siltherland Company does not have a corporate airplane. 
Rather. Sutherland Compmy. as it does for other non-political clients in its ordinary course of 

'Manan, Phelps believes that it issued periodic bills to the Committee as described in 
the affidavit of Judith Cunningham. However, the Commitwe has no record of 
receiving these bills. Committee records reflect the receipt of two invoices on July 28, 
1992. However, regardless of whether Mama, Phelps sent the periodic invoices. it is 
within Manaa Phelps' ordinary course of business to bill at the end of a project. 
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business, arranged for the use of trampomtion for the Co&uee and billed the Committee 
for such transportation. Exhibit 7. 

- Two invoices from TAC Air have been questioned by the auditors as 
possibie extensions of credit outside the n o m 1  course of business. As the anached affidavit 
coapirmS, TAC Air did not extend credit outside the normal course of business with respect IO 
either invoice. Exhibit 8. 

The auditors have questioned the timing of a payment by the Committee to TAC Air on 
August 10. 1992, in the amount of $9.370. for a Febmry 24, 1992. charter flight. TAC Air 
is a licensed charter company. Truman Arnold Companies is TAC Air 's  pmnt  corporation. 
The Committee used Trunaan Arnold Companies' private plane occasionally. as well as leased 
charter planes from TAC Air. The Committee always paid in advance for the use of the 
private plane as required by 11 C.F.R. 5 114.9(e) and paid for the use of TAC Air's charter 
plane in the ordinary course of business. As provided by Mr. Day, Administrative Vice 
President of TAC Air. the Committee made a payment in the amount of $10,859 for the use of 
Truman Arnold Companies' private plane. However, TAC Air inadvertently applied such 
payment to the $9,370 charter invoice. Accordhgly. no past due notices nor an outstanding 
balance appeared in connection with this invoice. Thus, neither TAC Air nor the Committee 
would have been aware that there was an outstanding invoice. 

In addition, the Committee had taken a flight on May I ,  1892. and paid for such flight 
in full in the amount of $1,496. However, TAC Air mistakenly issued the C o d n e e  an 
invoice in the amount of $4,232 for another flight on that same day which did not occur. 
Thicefore. no payment was due from the Committee in the amount of $4,232. 

As demonstrated by the attached affidavit, TAC Air did not provide an extension of 
credit outside the normal course of business with respect to either of the two invoices 
questioned by the auditors. 

- The Interim Report question payment to the 
American Federation of Teachers by the Committee dated in the amount of $12.126 for an 
Alben Shanker repular weekly column in the New York Times. The Committee paid the 
invoice on February 18, 1993. The delay resulted from a clerical error by American 
Federation of Teachers. An invoice was promptly prepared by American Federation of 
Teachers for the column and was forwarded to the Committee. However. tlhe invoice was 
improperly made out. As a result of the error, the invoice was not properly directed to the 
Commirm's accounting ofice. In February, 1993. AFT discovered the discrepancy and 
immediately issued another invoice to the Committee which was paid promptly thereafter. 
This clerical error did not cause an extension of credit outside the no& course of business. 
As soon as the error was discovered it was immediately rectified. h addition. h e  issuance of 
the original invoice as well as the action to immediately correct the inadvertent error evidences 
gaud faith efforts to comply with the law. Exhibit 9. 
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- The Democratic Party of Arkansas and &L 
Committee executed an agreement for reimbursement to the Democratic Parry in COI ::tion 
with the use of telephone banks during the primary campaign. The Democratic Parr? 
personnel and financial resources were at the time of the committee's IPS(: of the phonc banks 
through the present time. extremely limited. Accordingly, there was a delay in the issuance of 
an invoice to the Committee. As soon as fhe Committee discovered that it had not received an 
invoice from the Democratic Party, it notifid the Democratic Party and the Democratic Parry 
immediately issued an invoice which was paid promptly by the Committee. Good faith efforts 
to comply with the law are evidenced by the execution of a written agreement between the 
parties. However, administrative error due to a lack of sufficient personnel and financial 
resources delayed issuance of the invoice. Therefore, it i s  clear that neither the Committee 
nor the Democratic Party intended to make a contribution. Exhibit IO. 

~ - As the attached affidavit clearly 
demonstrates, Newmark & Company did not extend credit to the Cormnittee outside the 
noma1 course of business. Exhibit 11. Because information regarding the Committee's 
month to month lease was not properly entered into Newmark's accounting system. a bill was 
not generated until August 15, 1992. The Committee paid the invoice in full promptly 
thereafter. As the attached affidavit states. however, this was within Newmark's ordinary 
course of business. Ms. Fennelly cites several other cases in which rent was not paid by non- 
political tenants for up to six months. In addition, as Ms. Fennelly attests, written leases are 
not afways executed with tenants. Moreover. Newark  & Company never intended nor 
considered the timing of the billing to be a contribution. Iln light of the above, it is clear that 
both the timing of billing and payment were in accordance with 11 C.F.R. 8 116.3 and. 
accordingly. do not represent an extension of credit outside the normal course of business. 

-- The auditors have listed a possible extension of credit by 
Occidental Petroleum in the amount of $19,357. The auditors have incomctly included in this 
amount a $3,000 disbursement to Jerry Stern (discussed below). As the attached affidavit 
states regarding the 516.347 in charges. Occidental billed theseexpenses within a 
commercially reasonable time in accordance with 11 C.F.R. 8 114.9. Exhibit 12. 

- As &he attached affidavit and Committee memorandum demonstrate. Mr. 
Stern received payment in full for the $3,008 charge. Exhibit 13. 

Xradec - As thc attached affidavit from the President of T W E C  confums. TRADEC 
did not provide an extension of credit outside its ordinary course of business. Pursuant to Mr. 
Jackson's undcrstanding with the Commie. he accounted for his genond time and ehe 
personal time of Patrick Booth spm supervising the maintenance of a hndraising database and 
performing cvent coordination even though these services qualified as exempt volunteer 
services pursuant to 11 C.F.R. 8 100.7@,)(3). Exhibit 14. However, because of confusion 
over the meaning of 'in-kind" services on the invoice, the Committee paid the $7.807.50 
notwithstanding the fact that the services qualified as exempt volunteer services. Accordingly, 
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there was no improper extension of credit and the billing and payment for such services. 
although permissible exempt volunteer services pursuant to 11 C.F.R. 0 100.7@)(3) and. 
therefore, not legally mandated. W a s  neVenheleSs done within a conunerchlly reasonable time 
pursuant to 11 C.F.R. 5 114.9. Therefore, the Tradec billing dcpes not represent a prohibited 
contribution. 

': 

lW&zL&k - Walter Kyle did not provide the Cormittee with an extension of 
credit outside the n o d  course of business. As the attached flidavit proves. Mr. Kyle billed 
the Committee in a manner consistent with his treatment of other non-political clients of like 
size and financial capacity. Exhibit 15. Mr. Kyle normally bills clients at the completion of 
the project. Often Mr. Kyle does not receive payment from clients for at least one year from 
the time of billing. Accordmgly, all Committee billings were hanailed within his normal 
course of business in accordance with 11 C.F.R. 3 116.3 and, therefore, are not a prohibited 
contribution. 

- The auditors have questioned ths eiming of ?he billing and the 
billing at cost by Mozark Productions for the production of promotional videos by Mozark 
Productions. However, as the attached affidavit clearly confirms Mozark Productions did nor 
provide an extension of credit outside the normal course of business. Exhibit 16. Mozark 
Productions provided production services to the Committee in connection with the production 
of promotional videos. Mozark billed the Committee at the end of the project as is customary 
in the entertainment industry. In addition. it is srandard industry pracrice for production 
companies to bill a client for the direct costs of preparing a video plus a fee for services of the 
producers. In accordance with 11 C.F.R. 5 100.7@)(3). Wany Thomason and L i d a  
Bloodworth-Thomason volunteered their personal services and did not receive compensation 
from Mozark for those services. 

& Ward - The auditors have questioned the timing of 
March 11, 1992, and March 20, 1992, statements of this f m .  As the attached affidavits 
clearly demonstrate O'Keefe Ashenden Lyons & Ward billed the Committee in a manner 
consistent with its treament of other non-political clients. Exbibit 17. It is customary for the 
fum to bill clients at the conclusion of a matter in those areas hvolvhg identified, non- 
recurring transactions (such as real estate, tax. will. probate. as well as all pro bono work, 
civic affairs and other community relation matters.) The amounts billed by the fum reflect the 
normal and ordinary charges for expenses of that kind and h r e  was no discount or reduction 
in such expenses. AccorCingly. the statements in question were accrued, billed and paid in the 
ordinary course of the business of the f m  as it has historically practiced. 

m. -- E 

A. 

The Committee does not dispute the auditors' calculation of the repayment ratio as 
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25.8346% as of the date of ineligibility. 

B. 

The Interim Report contends that the Committee is owed $50.3513 in apparent duplicate 
or overpayments. The Committee has provided documentation resolving $17.921 (Mary 
Leslie) of this amount. $14,806 in refunds Rave been received From vendors. Of the 
remaining $17.881, the Committee is still awaiting documentation for $2,216 (Harold Ickes). 
$2.062 (Carol Willis); $2.208 has been written off as uncollectible bad debts (Gibbs, Halloran 
and Bachar); the Committee will be receiving a refund of $11,145 (Bylites). 

In a few instances, ?be Codnee is owed funds from vendors who received 
overpayments. but the amounts owed the Committee are essentially bad debts: either the 
C o d t t e c  is unable to presently locate &e vendor or the vendor has gone out of business and 
has no funds available to repay the Conunittee. While the auditors contend that these mounts 
should be repaid to the Treasury, the Comminee contends that it should not be required to 
makc repayments for these amounts where it has made reasonable effom to collect the debts 
owed the Committee and through no fault of the Cammiace is *unable to do so. Thus, as to 
Gibbs, Halloran and Bechar, discussed below. the Cornunittee is y out the money, has 
no prospect of collecting the debt and should be permitted to Write the debts off as bad debts 
under C.F.R. $9034.5(d) without penalty. The to& mount ofuncollectible debts is only 
$2,208, a small percentage of total Committee disbursements. 

- The audit repon contends that Geoff Gibbs received overpayment 
in the amount of $507. The Committee was able to reach Mr. Gibbs for the first time on 
November 2 ,  1993. At that time the Committee staff member. Cathleen Cavender. explained 
the situation to Mr. Gibbs. Mr. Gibbs denied the existence of any overpayment and 
maintained that to the extent there may a p p  to be an overpayment. Mr. Gibbs accepted the 
payments in lieu of submitting a reimbursement request for expfuses of an equal value. Ms. 
Cavender explained that it would be necessary for Mr. Gibbs PO provide the Committee with 
such documentation. On the same date, Ms. Caveder forwarded PO Mr. Gibbs all relevant 
Committee records for use in his resolution of this matter. Despite numerous Codnee 
attempts, other than his statemem above, Mr. Gibbs has failed PO respond in any 
C o d =  inquiry. Additionally. in the interim Mr. Gibbs has become unlocatable. having 
left the Washington, D.C., area. Recently. the Colnmittee was informed that Mr. Gibbs was 
located in California and through a Directory Assistance iafomtion search attempted to 
contact him. 'phe Committee has left numerous messages on what we believe to bc Mr. Gibbs' 
answering service and to date, have received m return calls. The Committee maintains the 
position that there may in fact have been no overpayment. However. despite the Committee's 
best efforts. in the absence of cooperation and documentation. it appears that we cannot furrher 
substantiate this assertion beyond a reasonable doubt. Should the Commission choose to 

r to the 
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maintain that this constitutes an overpayment, the Committee asserts that this debt is 
uncollectible under the t e r n  of 11 CFR 5 9034.5(d). and the C o d t t e e  having demonstrated 
commercially reasonable effotts to resolve the sinration. should be allowed to write this 
amount a5 an uncollectible bad debt. As such the Committee should not bf further penalized 
with a Commission repayment determination. Exhibit 18. 

I 

-- The audit report contends that Charles Halloran received an 
overpayment in the amount of $500. The Committee experienced major difficulties in 
contacting Mr. Halloran. The telephone numbers listed on Committee records had been 
disconnected; attempts to contact local personnel who had worked with Mr. Halloran revealed 
no current phone numbers and finally after receiving bformation that Mr. Halloran may be 
working in the District of Columbia, District information services carried no listing. It was 
not until June 1994, that the Conamittee was finally able to locate Mr. Halloran at his home in 
Arlington, Virginia. On h is  date, Mr. Halloran was notified of the alleged overpayment and 
asked to either forward the amount in question to the Committee or provide the Committee 
with sufficient documentation to demonstrate no overpayment. Mr. Halloran maintains that no 
overpayment was made. but we do not anticipate receiving either documentation or repayment 
from Mr. Halloran. As with Mr. Gibbs. the Comminee should be able to wrire-off this 
amount as a bad debt. pursuant to 5 9034.5 (d). Exhibit 18. 

- The audit report contends that Mr. Bachar received an Overpayment of 
$1,200 from the Committee. We have recently contacted Mr. Bachar in reference to this 
matter and have forwarded relevant Committee documentation. Mr. Bachar has as of yet been 
unable to review the Committee's records and is currently traveling abroad and is unable to 
respond. We do not anticipate wither receiving adequate documentation or repayment and due 
to Mr. Bachar's extensive travel and consequent unavailabiljty, should be permitted to write- 
off this amount. Exhibit 18. 

The Committee's response to the additional individual i~em noted in phe repon is as 
follows: 

Blama - The $43.420 was refunded to the C o d t t e e  from the General Committee by 
transfers made on January 11, 1994. and March 24, 1%. -- - As noted in the Report. the $10.048 was 
refunded to the Committee on June 16. 1993. 

-- The $3,606 was refunded by the General Committee by transfers on 
January 11, 1994, and March 24, 1%. 

- As noted in the report, the $17,054 was refunded IO the 
Committee by the vendor. 
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- Strategic Foliticaal Response ("SPR") billed th . .  

Committee based on estimated mailing costs. After the mailings were completed ana !be 
actual cos& determined. the Committee received revised invoices with the correct amounts. 
When all of the SPR jobs were completed for the primary, a final reconciliation was prepared. 
On the basis of this reconciliation. it was determined thar the Committee had overpaid in the 
mount of M9.856. This amount was refunded to the Committee on August 9, 1993. 

- As indicated to the auditors previously, the $17.921 paid to Mary Leslie 
was not an overpayment. Mary Leslie was a fundraiser for the Committee. According to the 
terms of her agreement, 88 4.01(a) and (b) called for compensation based on 2% of all funds 
raised in the state of California. Ms. Leslie has agreed to submit an affidavit further clarifying 
this, but due to her travelschedule, the Committee will have to submit it when it is forwarded 
to us. Exhibit 19. Accordingly. she received no overpayment. 

2. 

The auditors contend that the Frinmy Committee paid $879,361 in expenses that 
should have been paid by the General Committee and $202.204 that should have been paid by 
the Compliance Fund. As described more fully below. the Committee disagrees with the 
auditor's underlying assumption and the calculation of these numbers. 

To arrive at their much larger numbers, the auditors' approach was selectively to target 
certain expenditures made by the Committee during the pr- matching payment period and 
argue that even though they were paid for and used prior to the date of ineligibility they were 
general election expenses. The auditors' motivation in so doing appears to have been solely 
for the purpose of decreasing the candidate's entitlement and increasing Khe Committee's 
repayment. This method of selective review is inconsistent with the Act and regulations. 
unfair to the Comminee and inconsistent with the Commission's recent attempts to simplify the 
audit process. 

As discussed below, as to each expenditure questioned by the auditors, the goods and 
services questioned by the auditors were all purchased prior to the date of ineligibility and 
used in rhe ppinnry. The auditors' underlying argument seems to be that the primary 
campaign expanded in size in May and June only because it appeared at that t h e  that Clinton 
would be the nominee. From this premise they argue any expenditures related to the 
expanding size of the staff and the level of activity were for the general election. While it is 
true that the Primary Committee's level of activi5 and size increased dramatically beeween 
May and July, it docs not follow that th is  increased activity and need for equipment was solely 
for the general election. This type of txpansion always occurs in a campaign that looks likely 
to obtain the nomination. The likely success of the campaign does not alter the fact that the 
activity of the campaign until the nomination is officially secured is primary activity. Indeed, 
going into the Convention in 1992, although Resident Clinton had captured the clear majority 
of delegates and was virtually assured of the nominarion, he did not have the number of 
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committed delegates required to obtain the nomination. &e letter Prom Joseph E. Sandler. 
DNC General Counsel. Exhibit 20. 
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Under the regulations, a "qualified campaign expense" is one incurred prior to the dare 
of ineligibility and made in connection with the candidate's campaign for nomination. 11 
C.F.R. 0 9032.9. Each of the expenditures described below meet this test. To the extent that 
some of the expenditures. such as the cquipmcnt purchased by the Committee was also used in 
the General. it was properly Kransferred to the General using the formula stated in the 
Commission's Prim- Manual and regulations at 11 C.F.R. 
was specifically adopted by rhe Commission im order to avoid the situation created by the 
auditors in this report. Le.. the need to review each expenditure and determine the correct 
allocation of use between ?he primary and general. Instead, for equipment purchased and used 
(for whatever duration) during the primary. the Committee is pcPrrmirned to transfer that 
equipment to the general election using the formula. The auditors' approach in this audit seeks 
to undermine the simplification the Commission sought in adopting this formula, to multiply 
the uncertainty to committees in need of clear guidance and to consume scare Committee 
resources in resolving what will be inevitable disputes. 

9034.5 (c)(l). T h i s  formuia 

The Commission's regulations at 11 C.F.R. § 9034.5 &)(I) specify precisely the 
treatment of capital assets and distinguishes between those acquired prior to and after the date 
of ineligibility. The Primary Committee followed this formula which the auditors seek to re- 
write out of the regulations. 

Each of the expenditures identified by the auditors is discussed below. and additional 
supporting documentation establishing that they were "made in connection with the candidate's 
campaign for nomination" is attached. 

. . .  a. 

W.P. 
computer equipment purchased by ehe Primary Committee for a tonal of $540,313 should have 
bwn purchased by the General Comnince, with the hunary paying IIQ shaae of the costs. 
This contention is contrary to the Act, regulations and prior Commission precedents regarding 
the purchase of equipment. Because of the dramatic increase in demand on the Primary 
Committee's computer systems in the Spring of 1992, the Committee made the purchases 
noted in the Interim Report from Future Now, Inc., ICL, Ins. and W.P. Malone. This  
equipment was purchased for and wd by the Primary Committee. As requested in the 
Interim Report, details of the acquisition and usage of each computer purchase is included in 
Exhibit 21. The Primary Cornmime followed the Commission's regulations and instructions 
in the Primary Manual and transferred this equipment IO &e General, after depreciating it by 

- The Interim Report contends that 
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As noted above, the regulations specify the method by which a primary corn: :ee must 
transfer capital assets to t5e general election. I1 C.F.R. 8 9034.5(~)(1). This reguuiali,>n 
distinguishes between assets acquired prior to the date of ineligibility (which may be 
depreciated by 40% -- or more if documented by the committee) and those acquired after the 
date of ineligibility (for which the general must pay fair market value at the time of 
acquisition). Id. In the Interim Report, the auditors seek to ignore this regulation by 
asserting that this equipment was really only purchased because it would also be needed in the 
general election. They apparently do not argue that it was not used in the primary. The 
Commission must reject this argument for the following reasons: 

o The Commission adopted this formula in order to simpliQ the -fer of assets 
between primary and general committees. The 60/40 split was adopted with the full 
knowledge that in fact some capital purchases acquired early in the campaign will have 
depreciated to a greater extent than 40%. while others purchased later may have depreciated 
less. Rather than requiring each committee to document the depreciation of each asset, the 
Commission adopted the approach in 5 9034.5 and intended to allow each committee to apply 
the 40% depreciation without additional documentation. The auditors seek to undermine this 
bright line approach, by imposing an ad hoc, post hoc and subjective reevaluation of the 
timing of the use and purchase of each asset. 

o As set forth in Exhibit 21, all of this equipment was used during the Primary 

When transferring the equipment. the Committee calculated the value of the assets by 
raking the Pull cost of the equiprnent purchased, and did not include the amount of the sales tal 
paid on the equipment. The auditors further contend that the value of the equipment transferred 
should have included the amount paid in sales tax. This contention is similarly incorrect for the 
following reasons: the amount paid in sales tax dots not byease the fair rnarket value of 
equipment purchased; including sales tax In such a calculation is contrary to standard accounting 
practice; Arkansas recognizes no sales tax on resales of equipment. and therefore. no sales tax was 
owed by the 6eneral to the Primary. Applicable Arkansas Law promulgated under A r b a s  
Gross Receipts Tax Regulations. 8GR-49. dated November 1, 1992. states in part: "The gross 
receipts or gross proceeds derived from isolated sales not made by an established business or in 
an established manner are exempt from the tax." 8GR-49 defines "isolated sale" as "...a 
one time sale of an item, or group of items not made by an established business ..." The 
Committee is not an established computer mrchanf. nor did this maaction have the potential for 
multiple occurrems. When asked for guidance, the Arkansas D e p a m n t  of Finance and 
Administration stated that the Pnmq Committt~'~ sale of computers to the General Committee 
fell within the contemplation of GR-49 and as such thc Primary Committee was not under required 
Arkansas law to assess a tax charge against the General Committee not forward any tax receipfs 
to the Department of Finance. 
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\ campaign. The enhanced computer capability was critical to respond KO the Committee's 
increased correspondence needs. for the increased needs of delegate tracking. IO suppon the 
scheduling Operations. for generd political Support and for communicanions. The summary of 
the usage of each computer system. and the memoranda from Monica Breedlove and Sherry 
Curry. explain in detail how this computer suppon was critical KO she primary effons and how 
the Committee's systems were inadequate by February and March. In addition. we have 
included copies of some sampie repair call invoices from March and May showing that the 
Committee's system was crashing. Exhibit 21. Rather than Ute purchases being rimed to 
justify payment by the himary as the auditors contend. the acquisition of the needed 
equipment was long overdue. 

o The auditors' position on this equipment is also internally konsistent. While they 
question the need for the increased equipment in the primary, they do not challenge the 
COnUIIittee'S increased eXpendiNreS for staff and overhead which necessitated the increased 
computer capability. Thus. they apparently do not dispute that the PNnary Comuttee had 
dramatically increased staffmg requirements during this period, but rather would disallow only 
the Committee's purchase of equipment to suppon that staff. 

o The information contained in the Committee Exhibit 21 also demonstrates rhat the 
Committee considered alternatives tr; purchase of new equipment during May and June, 1992. 
The Committee's computer consultant looked into the possibility of upgrading the Committee's 
existing system to accommodate the incrtased usage, but determined that upgrades would cost 
approximately $40,OOO and would still be unreliable. Thus. it was more cost effective for the 
Primary Committee to purchase the new equipment for a total of $540,OOO with the 
expeceation that ir  would be ;ransferred to the General with depreciation of 40%. 

In summary, these equipment purchases were made by the Primary Committee during 
the matching payment period, were for equipment used during and in furtherance of the 
primary campaign, and were transferred to the General Committee in compliance with and 
reliance on the Commission's regulations at 11 C.F.R. 5 9034.5 and the Primary Manual. 
Thus, no further amount is owed the Brimary from the General c~mmittee.~ 

IJLEkuk - This expenditure of $79,808 was necessary to upgrade the wiring at the 
Committee's headquaners. It was incurred and used during the primary campaign. and thus 
was a qualified campaign expense by the primar). Committee. This wiring would have been 
necessary to accommodate either an upgrade to the Committee's existing system or the 
purchase of the new equipment, and was necesssry to support the increased usage during the 
primary campaign for uncontroverted primary purposes. Thus, the Primary Cornminee 

Once again, the auditors' sole motivation seems to be to uy to find ways to decrease the 
primary's qualified campaign expenses to increase the amount the auditors allege that the 
Primary Committee received in excess of entitlement. 
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properly paid these costs. 

I. 

.a,.- 
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- The imary Commitfee agrees that this amount. 5 i : .jOO, 
was erroneously paid by the Primary and should have been paid by the General Committee. 

b. 

. .  - The auditors contend that polling costs of 
$93,904 paid to Opinion Research and $108.622 paid to Greenberg-Lake for polls conducted 
between midJune and k convention should have k e n  allocated to rtK general election. This 
position is inconsistent with the facts concerning the purpose and usage of the polls, as well as 
the Act, regulations, and prior ComrniSsion treanwnt of expenses paid by prior primary 
committees during this period of t h e .  

As the Committee advised the auditors at the Exit Confere~ee and as Kt forth in the 
memorandum from the Executive Director of Greenberg Research. Inc. dated November 8, 
1993. these polls were related to delegate tracking and s u p p o ~  functions and vice-presidential 
selection. Since the auditors apparently mistakenly believe that they can discern the purpose of 
polls by reading the questions, the Committee has obtained and anached additional 
documentation and information concerning the puppose and use of these polls'. Exhibit 22. 
Although then-Govemor Clinton had a clear majority of delegates and looked cenain [o obtain 
the nomination, he did not have sufficient committed delegates going into the Convention to 
secure the nomination. Thus, this pre-Convention period was critical for consolidating his 
support and demonstrating his electability. 

As the attached affidavit from Greenberg Research c o n f - - .  the polls which the 
auditors cite as gemral election polls were conducted in order to develop and hone the 
Candidate's message prior to and during tbe Convention and to suscessfully present the 
Candidate at the Convention in order to ensure the necessary delegate surpport to obtain the 
pany nomination. In addition. these polls were conducted to ewble the Cornminee to 
maximize media coverage at the Convention in order to effectively present the candidate at the 
Convention. For example. with respxt to the Convention polls. convention polling was done 
each night after prime-time and the results of the Convention polls were presented each 
morning to the party leadership in order to rally the delegates, to assure delegates tihat 
Governor Clinton's popularity was strong ad, accordingly, b e  he was an electable candidate. 

'Polling is a professional field requiring expat knowledge. If the average individual could 
perceive in each instancc the purpose of poll questions. the mulrs would be far less reliable -- or 
there would be no need to refain the services of professional pollSteK to conduct the polls. Thus. 
inasmuch as the auditors are l ~ l f  professional pollsters. their opinion as to the purpose of the polls 
in question or the use to which information derived from the polls can be put is not persuasive. 
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- In fact. all polls leading to the Convention were designed to ensure delegate suppon by ' determining whether the Candidate's message was being communicated effectively and in 
order to demonstrate the Candidate's electability. 

Funher, an essential pan of the presidential nOIlI.iMIiOn process is the selection of a 
vice-presidenrial running mate. Accordingly. some of the polls conducted prior to the 
Convention tested the choice of a vice presidential nominee by measuring name recognition 
and public perception of individual candidates. As Greenberg Research's affidavit provides, 
survey research done for the Cornminee in June and July measured the effectiveness of the 
Candidate's message at that p d c d a r  moment of t h e .  "A poll is a snapshot of what 
people are thinking at that particular moment in time. - Polls quite often are outdated within a 
few days, especially those dea!ing with political campaigns and issues because daily events can 
dramatically affect the effectiveness of a candidate's message." Accordingly. it is clear that 
payments made for these polls which were arbitrarily selected by the auditors were made in 
connection with the candidate's nomination and that such obligations were incurred prior to the 
date of ineligibility. 

Not only is the auditors' position contrary to factual authority. it is also blatantly 
contrary to legal authority. A "qualified campaign expense' is defined as a "purchase. 
payment, distributions. loan. advance, deposit, or gift of rnoney or of anything of value - (A) 
incurred by a candidate, or by his authorized committee. in connection with his campaign for 
nomination for election. and (B) neither the incurring nor payment of which constitutes a 
violation of any law of the United States or of the State in which the expense is incurred or 
paid.' These obligations clearly were kurred prior to the end of the primry and as 
confirmed by Greenberg Research were for pclling in connection with the primary. 

In addition. the auditors' treatment of the Committee's payment of primary polling 
expenses is incornistent with prior Commission actions. The Commission, in the Reagan-Bush 
'84 audit determined that polling expenses for polls conducted before the end of the primary 
but after all of the smte primaries or caucuses had been held, as well as political consulting 
work performed with respect to a specific state after the respective primary or caucus and 
payments to vendors for voter registration services used in a state after the date of the caucus 
or primary were made in conncction with the candidate's campaign for nomination for election 
and were. therefore. qualified campaign expenses. These expenses totalled $2.072.283.83. 

Conversely, when c o ~ t t e e s  have argued that certain expenditures incurred prior to 
the date of the nominating convention were for general election purposes, the Commission has 
rejected such a position. For example, the Commission determined in the BusWQuayle '88 
audit that S30.101.26 in payments for campaign trips which were taken prior to the convention 
were not permissible general election pre-period expenses. Similarly. in the Dukakis for 
President Comminee audit the Commission rejected the Dukakis' Committee's position that it 
halred its primary election fundraising effons in June 1988, because it was likely to raise more 
than it could legally spend and it was evident that after the California primary (June 7, 1988), 
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Governor Dukakis was assured of tlit Democratic Party presidential nomination. Fir. ly. in 
the Jack Kemp for President audit, the Audit Division rejected the Kemp Committee' 3osition 
that it was entitled to exclude office rent, utilities, equipment lease payments and rela . d 
services for periods following the date of a state's primary election. The Audit Staff : : I  
rejecting the KemF Committee's position that expenses are incurred after the date of the state 
primary and that these costs are part of the costs of establishing and maintaining the state 
office. Funhermore, the Commission stated that 'activity at State offices does not cease the 
day after the primary election. Some activity will be necessary to f i s h  the office's business 
in the days following the primary. These expenses are also pan of the cost of maintaining the 
office the purpose of which is to influence the primary election in that State.' 

It is apparent from Commission determinations and the underlying rationale in the 
above-noted matters, that the auditors' current position regarding the Committee's polling 
expenses directly contradicts Commission policy. Moreover, it is evident from the abavc- 
noted cases, that the auditors in an effort to increase the Committee's repayment will adopt the 
opposite position from the Committee's no matter what the circumstances rather than adopt the 
position consistent with the explicit legal authority and the Commission's long-standing policy 
that expenses incurred prior to the Convention are primary expenses. 

The auditors also seem to suggest that the Committee was to pay for polls 
conducted during June from general election funds since the regulations identify polling as a 
permissible pre-general election expenditure. 11 C.F.R. fi 9003.4(a)(1). This regulation 
permits general election polling prior to the beginning of the expenditure repon period, but 
does not in any way require conamittees to pay for polls conducted prior to the date of 
ineligibility from general election funds. 

In fact, it is unlikely that polls conducted prior to the date of ineligibility would be in 
connection with the general election. As acknowledged in the Commission's regulations, 
polls devalue very quickly, and are worth only 50% 16 days after they are conducted. 11 
C.F.R. fi 106.4. The auditors a p p m t l y  disagree with the Commission's regulations since 
they find the fact that polls diminish rapidly in value "not pen&sive." Notwithstanding the 
auditors' opinion, it is difficult to perceive how polls which are of virtually no value by the 
date of ineligibility are for the purpose of influencing the general election. 

Moreover, the auditors have included in the amount of expenses which they assen are 
general election expenses. travel expenses that do not even correspond to the polls which the 
auditors have listed as general election polls. Exhibit 23. Accordingly, even if one accepts 
the auditors' position that the polls they identified are general election polls, these expenses in 
the amount of $5.985.45 relating to focus group travel do not constitute general election 
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. .  . - During August and 
September 1992, Strategic Political Response sent two joint mailings on behalf of the Primary 
Committee and the Compliance Fund. The purpose of these mailings was dual: primary 
fulfillment and solicitation of contributions to the Compliance F d .  SPR, the direct mail 
vendor, determined the appropriate cost allocation to be 85% Primary and 15% Compliance 
Fund, based on generally accepted accounting standards applicable to dual purpose mailings by 
nonproft organizations. 

Anached is M affidavit from SPR detailing again the basis on which the allocation was 
determined. Exhibit 24. In addition. SPR hac provided information regarding what the costs 
would have been had separate mailings been sent. This information clearly supports the 
allocation used by SPR, as well as supporting the reasonableness of the standard accounting 
practice followed by SPR.'' 

The auditors, on the other hand, give no basis for their proposed division of the costs 
on a 50/50 basis other than the fact that there are two committees involved. This position is 
contrary to the Commission's allocation regulations which provide that expenses should be 
allocated on the basis of "the benefit reasonably expected to be derived" from ?he activicy. 11 
C.F.R. $ 106.l(a). 

As the Strategic Response affidavit details. Strategic Response determined the 85-15 
allocation using generally accepted accounting principles as well as a reasonable, common 
sense approach to the matter. The principal purpose of both mailings was to fulfill promises 
made in earlier Primary solicitations. As a matter of efficiency and conservation, the mailings 
served a secondary function by including a Compliance Committee solicitation as well. Faced 
with determining a sost allocation between the two Committees. Strategic Response relied on 
the approach espoused by the American Institute of Certified Public Accountants, Position 87- 

'The invoices for travel costs associated with focus groups are 3293 (incorrectly labled 
3184). 3688, 3695. 3781,3782 and 3882. Please note, in addition, that Invoices 3540,3687. and 
3688 were not for travel associated with any poll identified by the auditors as the auditors assert 
in their worlqapers. Rather these invoices represented travel costs associated with various focus 
groups. 

The auditors suggest that the American Institute of Certified Public Accountants 
Statement of Position 87-2 relied on by SPR in allocating the costs of the mailing is irrelevant 
because "FECA matters are not governed by this accountig publication." Interim Report p. 7. 
This is besides the point. The Act and Commission regulations frequently make references to 
other general standards and practices such as usual and noma1 charge, ordinary course of 
business, etc. Moreover. it appears, however. that the auditors rely on what they call standard 
accounting practice whenever that produces a result they like, but reject it when it does not. 

!' 
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2, an approach widely used throughout the direct mail fundraising community (a tl UCPA 
discussion contained in the Strategic response affidavit paragraph 4) As embraced b: 'le 
AICPA and mandated by reason, Strategic Response estimated the relative costs ass& ..md 
with each separate issue. Their estimates proved to be extremely accurate. 

The production costs of the fulfillment material for the pin fulfillment was $232.345.79 
(88.9% of the total production cost ofthe mailing). The production cost of the solicitation 
letter and associated components (reply device and envelope) was $28.791.05 (1 1.1 % of the 
total production cost of the mailing). The production cost of the fulfillment material for the 
photo fulfillment was $106,782.40 (85.7% of the total production cost of the mailing). The 
photo fulfillment mailing contained no separate solicitation material, but rather a letter 
expressing the Primary Committee's gratitude for the earlier contribution. lncluded in the 
letter of gratitude was a line encouraging a contribution to the Compliance Committee. 
Strategic response derived the appropriate cost allocation by assigning 20 percent of the cost of 
the letter (roughly equivalent to the space that the contribution request occupied) to the 
Compliance Commietee - $17,872 (14.3% of the total production cost of the mailing). 

The Commission has previously taken the position that a Committee. and in this case 
the Committee's professional vendor, must be allowed wide discretion to use their best 
judgment under the circumstances to determine the proper allocation of costs between primary 
and general election compliance funds. The wisdom of this position recognizes the difficulties 
faced by both the Commirtees and the vendors that serve them during an election cycle. 
Additionally, this approach recognizes that upon a showing of reasonable methods, the Audit 
Division's ex poste preferences should not override a reasonable method used at the time of 
allocation. 

The Audit Division funher contends that invoices totaling $69.660 submined by SPR 
for work performed on the Primary Committee's Master file are general election expenses. As 
the SPR affidavit demonsuates. the invoices reflect expenses incurred in connection with and 
properly charged to the Primary Committee. Pursuant to the Smtegic Response - Conunittee 
Agreement dated May 11. 1992. paragraph 12, the master file is the 'properry of the 
Committee'. Additionally. under the terms of the Agrement, Strategic Response was 
required to fully process the contributor information. This obligation did not conclude upon 
nomimtion of the candidate at the Democratic National Convention. On the contrary. 
responses from solicitations mailed during the primaries continued to flow into the campaign. 
After these responses were keyed into the system. the file then had to be cleaned and merged 
into a variable length master file which is a database as opposed to a string of unrelated data. 
This updating and processing continued well beyond the date that the last donation was 
received from Primary mailings and well beyond the Democratic National Convention. 

Not only does the processing of a master file continue beyond the Democratic National 
Convention, but its usefulness dues so as well. As the Strategic Response affidavit explains 'A 
master file may be of significant surviving value to the entity which o m  it. as it serves a 
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crucial function as both a historical document as well as providing an important record of 
those people who are most likely to contribute again in the fbture." In addition to appreciating 
its immense historical value, the Committee was particularly concerned that the master file be 
complete and available as a potential source of hture P r i i  contributions. There was 
significant concern in May 1992. that the Primary Committee was going to fall considerably 
short of fundraising goals. requiring it to continue fundraising effons beyond the Convention 
to retire the debt. A complete master f i e  was crucial to any hmre fundraising effort. 

In conclusion, it is clear that the expenditures PO SPR questioned in the Interim repon 
were qualified campaign expenses of the P r i i .  

C.  

- A biographical film of President Clinton. entitled "the Man from 
Hope" was aired at the I992 Democratic Convention prior to President Clinton's acceptance 
speech on July 16. 1992. According to the auditors, the cost of producing the film was 
$191.273. The Primary Committee paid $161,273 of this amount and the 1992 Democratic 
Convention Committee ("Convention Committee") paid $3O,OOO. The purpose of' h e  film was 
to inusduce Clinton to the Conventiuii prior to his acceptance of the nomination. 

In &e Inrerim Audit R e p n  issued to the Convention Committee for the 1992 
Convention, the auditors took the position that the $3O,OOO paid by the Convention Committee 
was an excessive contribution to the Primary Committee. Subsequently. on October 6. 1993, 
at the Exit Conference for the General Committee audit, the auditors contended that the 
payment by the Convention Committee was an excessive contribution not to the Primary 
Committee but to the General Committee. At the General Committee Exit Conference, 
Committee attorneys questioned Joe Stoltz, Deputy Assistant Staff Director of the Audit 
Division, regarding the apparent change of position. and were advised that the Audit 
Division's position on this issue was "evolving". In issuing the Final Audit Report on the 
Convention Commitlee. tbe Commission rejected the auditors' psition that the payment of the 
$30,000 by the Convention Committee was impermissible. The issue of whether the costs of 
the film were properly paid by the Primary C o d n e e  was not addressed. 

For the reasons set forth below, the Committee contends that the payment for costs of 
the film was properly a primary expense in that it WM incurred during the matching payment 
period and was made in connection with the candidate's campaign for nomination. 11 C.F.R. 
3 9032.9(a). 

o The payment for the costs of the producing The Man from Hope meets the definition 
of "qualified campaign expense." Notwithstanding the auditors' assertion the purpose of the 
biographical film of President Clinton was for the general election, the payments for the costs 
of producing the f i h  squarely meet the defmition of qualified campaign expense. The 
obligations were prior to the date of ineligibility and they were made "in connection 
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with his campaign for nomination." since the purpose of the film was to introduce hi 
Convention prior to the time he accepted its nomination. Thus. the costs of the film 
properly considered a primar]: expense. since they were in connection uirh his nomii. 
the Convention" 

1 the 
e 
)n h? 

o The showing of the film was for the purpose of introducing the candidate to the 
Convention. thus it was a proper primary expense. Generally. all convention-related expenses 
paid by candidates' committees have been considered legitimate primary expenses. The 
Commission has not routinely singled out some convention expenses and considered them for 
the purpose of securing the nomination while others are considered for the purpose of the 
eeneral election. indeed. the Commission has always considered travel expenses back from 
the convention to be primary expenses even though those expenses-- unlike the costs of 
producing the Man from Hope-- are usually incurred aher the date of ineligibility. 

o The auditors have never in the past singled out a Convention film for special 
consideration or treatment. The only reason they have done so here is that this film bears a 
separate and readily identifiable name. The Committee believes that the auditors. if asked. 
would be unable to tell the Commission how such films have been paid for in the past, even 
though there has been a comparable film at every major pany convention in the recent past. 
Thus. 11 is grossly unfair to single out this film to establish a new rule. panicularly one that 
makes no sense." If the Commission wishes to make rules restricting the payment for 
conver,tion films to a particular source, it should do so in a rulemaking proceeding and nor for 
the first time in the context of a committee audit. The auditors' "evolving" position on this 
issue furher emphasizes the inappropriateness of making a new d e  in the course of an audit. 
The ailditors' c h a q e  of position on this issue is a clear demonstration that their entire purpose 
in arguing that it should be a general election expense is because they discovered that making 
is a general election expense results in disadvantage to the Committee. 

o The auditors are incorrect that the candidate's dare of ineligibility was July 15, 
1W7. The proper date is July 16. Although the C o m m h e  believes that it is immaterial lo 
the Commission's determination on whether this film was a proper primary expense. the date 
of ineligibility is key to the auditors' current argument as to why the film should be considered 
a general election expense. The auditors contend that the showing of the film on the last day 
of the convention renders it a general election expense. since they have concluded that July 15. 
1992. was the candidate's date of ineligibility. While it does not maner whether the 

--When portions of the tiim were adapted for use in the general election. those additional 
costs were paid by the General Committee and the DNC. 

It is difficult to perceive any harm in permitting a candidate to choose whether a 
convention film will be produced by a primary committee. a convention committee. or a general 
election committee Indeed. it is likely that since the first publicly funded campaign in 1976. 
some combination of all of these sources have been used to produce convention films. 

' - 
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- candidate's date of ineligibility was July 15 or 16. since the payments for the costs of the film 
meet the definition of qualified campaign expense in any event. the Committee disagrees with 
the auditors contention that the date of ineligibility was July 15. 

.. 
. .  

l: 

i- 

I .  

o The auditors' assertion that the datf of ineligibility is July 15. is inconsistent with 
DNC rules. 
day of the matching payment period. The last day of the matching payment period for a 
candidate seeking the nomination of a party which nominates its candidate at a national 
nominating convention is the date on which the party nominates its candidate. 11 C.F.R. 5 
9032.6(a). As set fonh in the anached opinion letter from Joseph E. Sandler, General Counsel 
of the Democratic National Comrplirpee. under the Call to the Convention, the party rules on 
nornination of the presidential candidate, the date on which the party nominates its candidate is 
the date on which the nomination is accepted. Exhibit 25. The Commission must defer to the 
party on this question. since the regularions defme this date of ineligibility as " h e  date on 
which the party nominates its candidate." The regulations do not specify a particular day of a 
convention. such as the "second to last day of the convention.* as the auditors would like the 
regulations to read. 

11 C.F.R. 5 9033.S(c) provides that a candidate's date of ineligibility is the last 

Indeed, for a litany of reasons, it makes no sense for the date of ineligibility to be the 
date of the vote, and not the date of the acceptance. Because the votes at conventions 
frequently paks place late into the evening, this interpretation would require the Commission to 
determine the precise time at which the vote is concluded. Since tRe votes often occur after 
midnight, under the auditors' interpretation. the date would not be the date on which the roll 
call was scheduled, but the date on which ir was concluded. In fact, in 1992. both the 
Republican and Democratic conventious held their roll call votes for the presidential nominee 
on the second to last day of their respective conventions. The Democratic Convention roll call 
concluded at 11 5 4  p.m., while the Republican Convention roll call concluded at 12: 11 a.m. 
the following day. Exhibit 26. The auditors' interpretation of the date of nomination requires 
the Commission to consider the timing of the vote and, as illustrated by the 17 Mute  interval 
above, could result in disparate treatment of the ewo major party nominees. This  makes no 
sense. The Commission has not previously had to address the potential absurdity of this 
exercise. and the Committee is unaware of other committees raising this issue in prior 
elections, because the auditors have never previously singled out a convention-related expense 
and argued that it should have been paid for by the general election. The Commission should 
avoid this absurdity by simply rejecting the auditors' assertion that the film was a general 
election expense. 

Tne statute itself contemplates that the last day of the convention is the date of 
ineligibility. In 5 9032.6@)(2). for example. for candidates not nosninaped at a convention, the 
last day of the matching payment period is the last day of the convention of the last major 
party convention. not the second to last day of the convention of the last major party 
convention. as the auditors would like to read the date of ineligibility for major pany 
candidates. Finally, &e Commission has never certified a major pamy nominee as eligible to 
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receive the general election funds until after that candidate has accepted the nominati 
parry. See 11 C.F.R. g 9002.2(a)(1) and 5 9003.l(a)(2). 

Thus. for the reasons set foreh above. the Commission should reject the auditor3 
contention that the COSU attributable to production of the biographical film of President Clinton 
s b w n  at the 1992 Democratic National Convention were required to have k e n  paid for by the 
General Cornminee. 

of his 

In addition to the costs related to production of the Man from Hope. the auditors have 
questioned four additional media expenditures totalling $34.155. 

- The Audit Division has chosen to challenge a charge for a "35 
mm photo shoot" at the Democratic National Conveneion as general election expense. The 
Audit Division maintains "Film taken on these days could have lintle opportunity to be used in 
the primary campaign". Promises of campaign memorabilia by a primary committee can have 
a powerful fundraising effect. The Audit Division must be aware of this potential. as they 
have pointed out the use of the item in question for such a purpose in the Merim Report of the 
Audit Division on teh ClintodGore '92 Committee and ClintodGore '92 General Election 
Compliance Fund. In the CompliancelGeneral Committees' report, the auditors' note that 
"One of these mailings contained a photo of tkc Presidential and Vice Presidential candidates 
ont he podium at the convention which had been promised in an eariler mailing fundraising 
appeal by the Primary committee." See dso Exhibit 24. paragraph 3. 

We do not believe that thebe is any question that the pmdUCKiOI3 of p r h r y  fulfillment. 
by a primary comhniuee, is an acceptable primary commjnw expense. However, even in the 
absence of such clear evidence supporting our assertion. we maintain that the Commission 
should not endorse the Audit Division's approach to convention expenses allocation. To 
classify an expense during the covention ils a general committee expenses merely because it 
occurs a moment beyond the candidate's date of ineligibility leads to absurd results. 
Regardless of the exact moment that the photograph of the nom@x/candidate is taken, this 
should be an unquestioned primary committee expnse. A party's nominating convention is a 
significant historical moment. both for the national as well as the party. 'Ilhe primary 
committee has dedicated all of its time and efforts to deliver its candidate to this particular 
event. Not only does a pbotograph of the n o e s  have significant fundraising drawing 
power, but more simply. i t  is a mcans of memorializing the event for both the committee and 
the party. 

As to the $18,889 in expenses from great America Media, as the affidavit of 
Annemarie Hannon, Exhibit 27, demonstrates, the charges questioned as potential general 
election expenses are except as discussod below. valid primary committee expenses. incurred 
in connection with primary comminee work prior to the Convention or in furtherance 
Comminee work after the convention. As the affidavit points out. Great America Media has 
identified one charge for $760, out of the $18.889 of charges reponed on the invoice, that may 
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- have been mischarged to the primary. Great America Media and thc Committee are cumntly 
investigating this charge. 1 

d. 

- The W i  Committee yefords indicate that 106.oOO copies of 
pamphlets were transferred to the General Committee. At the time of 

transfer, the Comxnime treated the pamphlets as capital assets and transferred them at a cost of 
S.15 per copy (60% of $25) .  The auditors comctly note tbat the actual cost of these 
pamphlets originally was %.72 each. 

was outiine of the Clinton economic plan p for and used 
during the primary campaign." Tbe 150.OOO copies invoiced on July 6 and 10. 1992, were 
ordered for distribution aK the Convention. As the auditors were advised at the Exit 
Conference. at tltK conclusion of the primary campaign, the Committee erroneously believed 
that 186.00 copies of tfte pamphlet remained a d  would be used in the general election. 
"herefore, the Committee treated them as a capital asset and transferred them to the General 
Committee. The auditors dispute the Committee's calculation of the value and take the 
position that full COSK of the pamphlets tI-ansfemd should have been paid by the General 
Committee. The Committee disagrees with thi.s conclusion for tfw: following reasons. 

o The pamphlets were not usesi in the ge election. and, therefore. there was no 
need for the General Comsninee to pay any portion of the cost of producing them. Based on 
the best information available to the Committee at this time. it appears that the pamphlets sent 
to and distributed at the Convention were erroneously counted in the inventory prepared by ahe 
Primary Conunime. 
there is RO indication that they were distributed duhg tlae general election. 

While there may have been some copies left over from the Primary, 

o Even if some of the pamphlets were used in the general election, they are not the 

Committee. or that the Committee was required to include as an asset 0p1 the NOCO. The 
regulations divide assets into two types: "capital" and "other assets." 11 C.F.R. 5 

type of asset that the General c o m m i e  was required 00 p w b  from the PNnary 

13 is inaccurately refernd to in the audit report as a "book." While 
a book bearing the same title was published by a private publishes. &at book b not at issue here. 
It should be noted that it was published in 3 different forms. all sf which resemble a booklet or 
brochure more than a "book." Tht copy of a t  was invoiced on July 6 and 
10 is attached for your information. Exhibit 28. As the Commission can see, the format was 
seventeen 8 112 x 11" pages folded over in the middle. It was hardly a "book" and, moreover, 
it was clearly intended for use in the primary. as it is marked Clmton for President and includes 
the Primary Commitwe disclaimer. There is no reference to the Vice Presidential running mate. 
Senator AI Gore. 
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9034.5@)(1). "Capiral assets" are those such as office equipment. furnhire, vehiclc- .tnd 
fixcures acquired for use in the operation of the campaign. Id. "Other assets" are pr cny 
acquired for use in fundraising or for collateral as campaign loans. Item which are riiither 
"capital" nor "other" assets, such as leftover campaign materials (buttons. bumpersticlcrs, 
brochures. signs) need not be included on the NOCO, and there is no requirement in the 
regulations or Commission practice ahat they be valued and transferred as an asset between the 
primary and h e  general election. 

The auditors concede that the pamphlets were not capital or other assets. but contend 
that they were general election expenses paid by the primary. That i s  not the case. 
&Q&E& was developed for use in the primary campaign. The last orders (invoiced July 6 
and 10) were placed specifically for the Convention. S k e  the expense of printing these 
copies was incurred prior to the general election expendhue repon period. the pamphlets 
would be qualified campaign expenses for the general election ody  if they were for use during 
the general election period. They were not. They were clearly marked "Clinton for 
President" and. as noted above, there is no b w n  use of these copies during the general 
election. The Committee erroneouslly counted them as an asset transferred to the General and 
the General Committee should not have paid anythhg for them. A revised version of Putting 
People First was printed for the general election. A copy of this is anached as Exhibit 29. 
The prirnaxy should therefore, refund the $15.900 paid by the General Committee. 

. .  
- The Commjm agrees that the Primary overpaid for its 

portion of the $14.753, but disagrees with the auditors' contention that the entire amount was a 
general election expense. The correct amount owed by the General Committee is $7.687.45. 
This amount was refunded on June 10. 1994. 

- The Committee agrees that $2.000 and $27.222.07 were erroneously 
paid by the Primary Committee. 529,222.07 was reinabursed by the General Comminee by 
transfers on January 11. 1994. and March 24, 1994. As to the $lS,(XKI in reconfgwation 
costs on July 10. 1992, the airplane was used in the prinlary ancj thus was properly allocated 
to the Primary. 

The Air Advanxage bill is another instance of the auditors contending that expenses for 
items tor things that were d in &e primary should have been paid 100% by the general. 
There is no support or rationale for this. It simply reflects tk auditors' attempt to increase the 
amount of the Committee's repayment. 

- As wted in the audit report. the Committee recognizes that 
this amount should have been paid by the Compliance Fund. It was refunded on June 10. 
1994. 

- The auditors have also mted additiooal expenses amounting to 
520.066 that should have been paid by the General Committee. On January 11. 1994 and 
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- March 24, 1994, $14,420 was refimded by the General Committee. the remaining $5.646 is 1 
being transferred this week. 

3. 
. .  a. 

The auditors have questioned a Committee payment of $37,500 to Kathlyn Graves 
Escrow Agent. Attached is a copy of a letter from the Committee's General Counsel. Anthony 
S. Harrington. providing additional details regarding the payment. Exhibit 30. Based on the 
information provided. this payment constituted a qualified campaign expense under 11 C.F.R. 
Q 9034.4(a)(3). As described in Mr. Harrington's letter. the payment was for the costs of 
complying with the post election requirements of the Act and €or necessary administrative 
costs associated with winding down the campaign. 

b. 

The auditors have questioned Committee bonuses in an aggregate amount of 5237.750 
and suggest that these payments were not "in connection with the campaign for nomination." 
This assertion is absurd. The Comolission has never before stated that it is not a qualified 
campaign expense to pay bonuses to staff and consultants for work performed on the 
campaign. As the Commission is well awaar, many staff and consultants to campaigns devote 
exuaordinary time and effort fo the campaign, and often are undercompnsated. During the 
course of the primary campaign, the committee employed O V ~ P  800 staff and consultants, and 
awarded bonuses only to 21 individuals or fms .  

The Committee has attached affidavits from David Watkins, R%hzn Emanuel and Amy 
Zisook clearly establishing that the bonuses were obligations i o c u d  prior to the date of 
ineligibility based on services rendered prior to the date of ineligibility or. in a few instances. 
for additional windown,l' and providing additional detail regard* the reasons for each bonus 
and the factors on which thc amount was calculated. Exhibit 31. 

The Committee could fuKi no instance of the Commission disallowing bonuses. but did 
find instances of the Commission permitting other rewards to staff  after the close of the 
campaign. For example, the Commission has considered severance pay after the date of 
ineligibility as a qualified campaign expense, as well as payment of the costs of a staff party 

'' While the Committee believes that banuses are qualified campaign expenses. whether 
or not agreed to prior to rhc date of ineligibility, in each of these instances. the bonuses were an 
outstanding obligation of the Committee as of the date of hligibility and were included in the 
Committee's NOCO calculations at hat date. The auditors have seen copies of the Committee's 
workpapers reflecting the bonuses as outstanding C ~ m m i ~  obligations. 
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A review of Mr. Watkins' affidavit demonstrates that, in addition to extraordii. '. 
service and performance, there were other factors for the award and mount of the bon.. ,es. 
In many instances the bonuses were awarded because it was determined that the regular rate of 
compensation paid to the individuals during the campaign was below markel rate. In addition. 
contrary to the auditors' assertion, some of the bonuses were in fact contractual agreements 
reached at the very beginning of the campaign. Finally, some of the bonuses were calculated 
based on the expectation that the individuals involved, although they became employees of the 
General Committee. would be needed for some consultation during the windown period. 

Thus, the Committee has demonstrated that all of these bonuses were "in connection 
with the campaign for nomination,' ard thus were qualified campaign expenses. 11 C.F.R. 59 
9632.9 and 9034.4(a)(3). The specific bonuses are discussed M o w .  

(&&&&g& - Carville & Begala received an $87,500 bonus pursuant to a 
contractual addendum dated March 3. 1992, which provided for an $87,500 bonus. Exhibit 
32. Accordingly, the obligation was incurred prior to the end of the primary in furtherance of 
President Clinton's nomination in accordance with 11 C.F.R.§ 9032.9(a). "herefore, payment 
to Carville & Begala in the amount of 587,500 is a qualified campaign expense. 

v- Rahn Emnuel was a National Fundraising Co-Chairman for the 
Committee. He received a $52,000 primary bonus pursuant to an agreement with the 
Committee regarding a performance based bonus plan. Exhibit 31. Such agreement was 
negotiated and finalized with David Wilheh, the campaign manager, prior to Mr. Emanuel's 
joining the Committee in November, 1991. The agreement provided that a bonus would be 
paid if the Committee's fundraising performance exceeded campaign goals. The fundraising 
performance of Mr. Emanuel exceeded ?he C o d a e e ' s  goals a08 expectatiom. Under the 
direction and leadership of Mr. Emanuel and Ms. Zisook, the other Fundraising Co-Chair. 
approximately $17,000.000 was raised by iradividua! fundraisers.. Such amount was far in 
excess of what the Commitpee anticipated would be raised by individual fundraisers. 
Moreover, this amount represented approximately 85 5% of the Committee's tom1 anticipaeed 
fundraising budget of $20,000,00. (This $20,001),000 mount represented the total anticipated 
amount to be raised by both individual fundraisers and direct mil.) In addition, this mount 
represents approximately 67 % of the tom1 amount of contributions received by the Com&kx 
($25,197,422). This additional money raised. far in excess of the amount anticipated, was 
clearly due to the superior direction and management Mr. Emanuel provided to the 
Committee's national fundraising efforts. Most importantly. as the campaign grew and the 
Committee's fundraising goals increased, Mr. Emmuel was extremely responsive to the 
Committee's fiandraising needs, reaching the increased fundraising goals in short periods of 
time with little notice. Accordingly. since the payment to Mr. Emaoucl was clearly to further 
the Candidate's nomination and the agreement with Mr. Ernanuel was entered into well before 
the end of the primary, contrary to the auditors assertions, the payment in the mount of 

32 

2303Z 



L 

I: 
.~ .- 

.. $52.000.00 is unquestionably a qualified campaign expense purmant to 11 C.F.R. $ 
9032.9(a). 

Bmrzlsapk - Amy Zisook received a $25,000 bonus pursuant to an agreement 
entered into between Amy Zisook and Associates and the Committee well before the end of the 
primary. Exhibit 31. The agreement required that the Committee pay a priUnary bonus of 
$25.000 within 5 days of withdrawal of the candidate or wilhin 5 days aftsr &e last primary 
election, Le. June 16. 1992. When she had not yet received the bonus in July. 1992. she 
notified the Committee. The Conunittee requested that she provide a statement reflecting the 
obligation. She provided the statement and was paid promptly thereafter. Accordingly. since 
the payment to Ms. Zisook clearly was to fUrther the Cadidate's nomination and the 
agreement with Ms. Zisook was entered into well before the e d  of the primary, the bonus to 
Ms. Zisook clearly was a qualified campaign expense. 

- Paul Carey was the Director of Finance for New York State. Mr. Carey 
received a bonus in the amount of $3.00. based upon discussions beween David Watkins, 
Director of Operations and Rahm Emanuel, National Fundraising Cdhairman and Mr. 
Carey's supervisor. held prior to the end of the primary. Exhibit 31. The bonus represented 
payment for performance beyond original goals. Mr. Carey raised approximately $918,900 
personally. The bonus amount was intended to bring Mr. Carey up to market rate at $3,500 
per month for the period from November, 19991 through January. 1992. Therefore, payment 
to Mr. Carey is unquesticnably a qualified campaign expense pursuant IO 11 C.F.R. 
9032.9(a). 

- Jim Palmer was the New England Finance Director. He received a 
primary bonus in the amount of $2,500. As Mr. Watkin's aflidavit attests. Mr. Palmer's 
bonus in the amount of $2,580 was based upon discussions bemeen Mr. Watkins and Mr. 
Carey's supervisor. Rahm Emarnuel held prior to the end of the primary. The bonus 
represented payment for performance beyond original goals. Exhibit 31. Mr. Palmer was 
responsible for personally raising approximately $527.000. Therefore, since Mr. Palmer's 
bonus was clearly made h connection with President Clinton's campaign for nomination and 
incurred prior to the date of ineligibility pursuant to 11 C.F.R. 8 9032.9(a), such payment is 
unquestionably a qualified campaign expew. 

- Rick Lemr was a fundraaissr for the Committee. Me received a $3,000 
bonus because his performance exceeded original goals. Mr. Lemr personally raised 
approximately $280,000. Such bonus was determined based upon discussions between Mr. 
Watkins and Mr. Lerner's supervisor, Rahm Emanuel, prior to &e end of the primary and was 
ktended to bring Mr. Lerner's pay to market rate at $2,500 per month. Exhibit 31. n u s .  
payment to Mr. Lerner in the amount of $3.000. which was Lncurred prior to the end of the 
primary in connection with President Clinron's nomination. siearly satisfies 11 C.F.R. I 
9032.9(a) and is a qualified campaign expense. 



- John Frontero was a fundraiser for the Cormnittee who mi-. :J a 
$2.500 bonus to reward him for a performance which exceedled original goals. Mr. 1.. ntero 
personally raised 180,338. Such bonus W a s  based upon discussions between Mr. Wati .,as and 
Mr. Frontero's supervisor, Rahm Emanuel. and was dete 
primary. Exhibit 51. The $2.500 obligation to Mr. Frontero was, therefore. incurred prior to 
the end of the primary in conmction with President Clinton's nomination. Accordingly, 
payment to Mr. Frontero in the amount of $2,500 is clearly a qualified campaign expense 
pursuant to 11 C.F.R. 5 9032.9(a). 

prior EO the end of the 

- Nancy Jacobson was the Mid-Atlantic Finance Director. She 
received a $3.000 bonus based upon her pedonmnce which exceeded original goals. Ms. 
Jacobson personally raised approximately $922.000. Her bonus was based upon discussions 
between Mr. Watkins and her supervisor, Ralhm IEmanuel, and was de@ 
Democratic National Convention. Exhibit 31. Accordingly, &iis payment was a qualified 
campaign expense since it was incurred prior to the end of the primary in connection with 
President Clinton's nomination in accordance with 11 C.F.R. 5 9032.9(a). 

prior the 

- Patrick Dorinson was the Western Finance Director. Mr. Dorinson 
received a $2.500 bonus in recogniticn of a performance beyond original goals. Mr. Dorinson 
personalty raised approximately $216,300. Mr. Dorioson's bonus was based upon discussions 
between Mr. Watkins and his supervisor, Rahm Emanuel. and was determired prior to the end 
of the primary. Exhibit 31. His bonus payment to Mr. Dorinson. incurd prior to the end of 
the primary in connection with President Clinton's nomination is a qualified campaign 
expenses as defmed by 11 C.F.R. 4 9032.9(9). 

- Matt G o m  was the Deputy National Finamx Director. He received 
a bonus in the amount of $3,0063 in recognition of his  performance whish exceeded original 
goals. Mr. Gorman penonally raised approximately $56537.000. His bow was determimd 
based upon discussions between Mr. Watlch and Mr. Gorwan's supervisor. kibm Enoanuel. 
and was determined prior to the end of the primary. Exhibit 3 l .  'Fherefore. payment to Mr. 
Gorman clearly satisfies 11 C.F.R. 0 Fo32.9(a) as it was made in furtherance of President 
Clinton's nomination and the obligation was incurred prior to !he end of thc primary. 

- Mary k l i e  was a hndraiser for the Committee. B a d  upon 
discussions with her supervisor. Rahrn Emanuel. Ms. Leslie received a 52.500 bonus due to 
her performance which exceeded original goals. Ms. Leslie personally raised approximately 
$594.090. as discussed previously, and had significant responsibility for all of th funds raised 
in California. Exhibit 31. Her bow was determined prior to thc end of the primary. 

- Terpi Walters was a fundraiser for the Committee. She received a 
bonus for $2.500. Her bonus was determined based upon discussiom k t w n n  Mr. W a t k i  
and Ms. Walter's supervisor, Rahm Emanuel. and represented payment for a performance 
which exceeded original goals. Exhibit 31. Ms. Walsrs tpersomlly raised approximately 
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$373.000. Her bonus was detennintd prior to the end of the primary. and. thus. was a 
qualified campaign expense pursuant to 11 C.F.R .§ 032.(a) since it was incurred prior to the 
date of ineligibility in connection with President Clinton's nomination. 

- Simon Kahn was the Director of Special Projects (Finance). Mr. Kahn 
received a $2.500 bonus based upon discussions between Mr. Watkins and his supervisor, 
Rahm Emanuel. The bonus represemed payment for a performance which exceeded original 
goals. Exhibit 31. Mr. Kahn personally r a i d  approxbtely $196),0. The bonus was 
determined prior to the erd of the primary. Since &e obligation was k u d  prior to the end 
of the primary in connection with President Clinton's nonaislapion. the payment in the amoun~ 
of $2,500 is clearly a qualified campaign expense in accordlance with 11 C.F.R .5  9032.9(a). 

, i . , 

>. 
'...' 

, .. 

- Christine V m y  was Chief Counsel to the Committee. Upon Mr. 
Watki 
$12,500 based upon a number of factors. These factors included the necessity for Ms. Varney 
to travel to and stay in Little Rock. Arkansas more often and for more extensive periods of 
time (i.e. more weekend stays) than originally contemplated when 
bonus represented compensation for her continuing windown work afier the date of 
ineligibility. Exhibit 31. Payment to Ms. Vamey for her legal work in connection with 
President Clinton's nomination is a qualified campaign expense. 

n and authorization. Ms. Varney received a bonus in the amount of 

. In addition, the 

&$sv Wri& - Belsy Wright was Director of Research. She received a S2.250 bonus 
to compensate for work done during the primary beyond that originally contemplated when the 
rate of pay was established. Her bonus was based upon the recommendzition of the Campaign 
Manager, David Wilhelm and was determined prior to the end of the primary. Exhibit 31. 
Accordingly, Ms. Wright's bonus payment satisfies 11 C.F.R. 8 W32.91a) and, therefore, is a 
qualified campaign expense. 

- George Stephanopoulos was the Deputy Campaign Manager 
of the Committee. Mr. Stephanopoulos received a $7.000 bonus. The bonus was determined 
prior to the end of the primary and was established in order to bring his total pay to the agreed 
yearly salary of $6O,OOO per year. Exhibit 31. Since the obligation was made in connection 
with President Clinton's nomination and was incurreti prior to the end of the primary. it is 
clearly a qualified campaign expense. 

- Ms. Tanner was an Assistant to the Comptroller, beginning work 
in September, 1991, at the outset of the campaign. Ms. Tanner received a $2.500 bonus based 
upon her outstanding performance and dedication during the primary. has. Tamer took 
maternity leave in September, 1992, and, subsequently. returned to the primary windown staff 
full-time. Exhibit 31. Accordingly, payment to Ms. Tanner in the amount of S2.500 is a 
qualified campaign expense. 

- George Hozendorf was Drafii Coordinator for the Committee 
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He received a $5.OOO bonus based upon Mr. Wa&' reemmendation in mgn i t io  f his 
outstanding performance. Mr. Ho~ndoPfs bonus was determined prior to the end c 2 

primary and was intended io bring his rate of pay to $2,500 per month for service frc- April, 
1992. through July, 1992, as well as to compensate him for an anticlpatd shon period af t h e  
assisting with p r i m q  drafts after the end of the primary. Exhibit 31. Therefore, the bonus 
payment to Mr. Hozendorf in the amount of $2,500 is a qualified campaign expense pursuant 
to 11 C.F.R. Q 9032.9(a). 

1 - Keeley Ardman was ComptrollerlDirector of Compliance, 
beginning work at the outset of the campaign. Mr. Wa& recommended and authorized the 
payment of a $7.500 bonus IO Ms. Ardman in recognition of her outsding work and in 
order to bring her average pay during the primary to a market rate of $3.000 per month. The 
bonus was deuermined prior to the end of the primary. Exhibit 31. Thus, the $7.500 payment 
was incurred prior to the date of ineligibility andl in connection with President Clinton's 
nomination. satisfying 11 C.F.R. 5 9032.9(a) as a qualified campaign expense. 

&$&yg& - Avis Lavelle was Press Director of the Committee. Ms. Lavelle 
received partial compensation for her primary work in the amount of $10,500 prior to the 
Democratic National Convention. Subsequently. in order to bring Ms. Lavelle's compensation 
level to the amount originaily agreed upon by the C o d ~ e e  when Ms. Lavelle was hired. 
Ms. Lavelle received an additional $8,ooO payment in the form of bonus. Exhibit 31. 
Accordingly, the bonus payment was determined prior to the end of the priWary in connection 
with President Clinton's nomination. Payment in the amount of 58.300 was, therefore. a 
qualified campaign expense in accordance with 11 C.F.R. 0 9032.9(a). 

- Lisa Shochat was a part-time assistant with the Committee. Ms. 
Shochat received a $1,500 bonus which was payment for work performed for fhc Committee 
prior to the date of ineligibility. The bonus was detenninrd prior to the end of ?he primary. 
Exhibit 31. Therefore. payment to Ms. Shochat in the amount of 51,500 was a qualified 
campaign expense. 

c. Traveler's Cheques 

Between February 13. 1992. and July 9. 1992. the Cornminee purchased $179.357 in 
traveler's cheques from Worfhcn National Bank. l5 The purpose of the traveler's cheques was 
to provide per diem funds to C o d t t c e  staff who had encountered difficulty in cashing 
Committee checks. The auditors cowd that the use of mveler's cbcques amunfed to cash 
disbursements in violation of 11 C.F.R. 5 102.10 and undocmn& expenditures under 11 
C.F.R. Q 9033.11. Therefore. they recommend a repayment in thc hi1 amount of the 

l5 A listing of the Comminee chccks payable to Wonhen Bank for the traveler's checks is 
Attachment 7 to the Interim Audit Report. 
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traveler's cheques purchased. The C o d W  disgrees that use of the chegues constimted 
cash disbursements. However, even if the traveler's cheques were cash disbursements. the 
auditors are incorrect in treating them as a repayment item, since the C o d t p e e  kept and 
mainrained sufficient documenration to meet the requirements of I1 C.F.R. 5 9033.1 I .Ib 

o The Committee made every effort to determine that the use of traveler's cheques 
would be permissible under 11 C.F.R. $8 102.10 or 102.11. Milrhough we have no? k e n  able 
to locate any contemporaneous memoranda of the contacts, it is clear from the letter prepared 
by Keeley Adman and the memorandum from David Buxbaum, ?hat the Committee staff 
believed that it had received approval of the use of traveler's cheques. Exhibit 33. Moreover. 
the approach used for documenting the traveler's cheques. which the staff believes was done at 
the suggestion of the auditors, is indistinguishable from the permissible method of 
documenting petty cash expenditures. thus supporting the Committee's position that it sought 
and was given advice on this matter. Sec 11 C.F.R. Q 102.11 (jounral required foe recording 
petty cash disbursements.) Since the amount of the per diem per individual per day was less 
than $100 Le.. $30, we believe that the advice to ueaf the traveler's cheques like petty cash 
disbursements fully complies with the letter and intent of rhe Act and regulations. 

o Further. the use of traveler's cheques can also be considered a payment by "similar 
draft" from the Committee's depository pursuant to 11 C.F.R. $ 102.10. The cheques were 
purchased from Wonhen Bank, the Committee's depository. by check drawn on the 
Committee's checking account. The traveler's cheques are written ksaUments (which are 
returned to the bank) for payment just as checks. Thus, a traveler's cheque may be considered 
a "similar draft" within the meaning ob the Commission's regulations, just as it is explicitly 
treated as a "similar negotiable instrument" to a check in the matching funds reguiations. See 
1 1  C.F.R. 5 9034.2@). Indeed, the Commission specifically permits traveler's cheques to be 
matched and does not ueat them as cash for purposes of the $100 limit on cash contributions. 
or as cash for purposes of the prohibition on matching cash contaibutions. . 11 C.F.R.@ 
9034.2 and 9034.3. Thus. the auditors are king inconsistent and somewhat duplicitous in 
alleging that traveler's cheques are "cash" for pupposes of making disbursements, while they 
are not "cash" for purposes of accepting contributions. 

The Committee has provided a travel policy memorandum and a log dacumenting at least 
$159,190 of the total amouno. Exhibit 33. The auditors c o d  that the amoum of the traveler's 
cheques must be repaid as nonqualificd campaign expenses even if they w m  fully documented. 
presumably because their use violated a law or regulation of the United States (B 102.10). The 
Committee submits that this position is grossly unfair to the Committee even if the Cowmission 
concludes now that use of the traveler's checks corrstituted w h  disbursements and was not 
permitted under 11 C.F.R. 5 102.10. Since the Cornminee believes it obtained tk go-ahead from 
the auditors to use the traveler's cheques, and kept records comparable to those for petty cash 
disbursements, even if the Commission concludes prospectively that traveler's cheques are more 
like cash than written insuuments, the CommineC sbuid not be penahxi. 
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o Finally. even if traveler's cheques iprt not consistent with tbe requiremelu~ 11 
C.F.R. Q 102.10. it does not follow that they are "undocumented" within the me;mir >f 1 1  
C.F.R. Q 9033.11. The Committee's use of traveler's cheques cornplia with two se; rate 
tests under 5 9033.11: Q 9033.1 l@)(l)(iv) permits a Committee to provide collateral cvidence 
of disbursements. Subsection @) specifically pernio demomuation that a paymen1 is covered 
by a preestablished written campaign commineC policy. such as a daily travel expense policy. 
The Committee distributed them pursuant to just such a policy. Attached is a copy of the 
Committee's ?ravel policy, the log of traveler's cheques and an affidavit from the individual 
responsible for distributing the cheques. Exhibit 33. 

If the Commission treats the traveler's cheques as petty cash disbursemen& such 
disbursements are documented if a c a d t t e e  has a w r d  disclosing the identification of the 
payee. and the amount, date and purpose ofthe disbursement. 11 C.F.R. Q 9033.11(b)(2)(i). 
The Commitlee provided the traveler's cheque tog to the auditors. and even they concecte that 
they were "able to determine that the log supports approximately S158,ooO." interim Audit 
Repon at 34. Thus, the Commission should conclude. in the alternative. that the 
disbursements were a form of peny cash disbursement, documented in accordance with (i 
9033.1 1 (b)(2). 

d. 

The auditors seek additional information regarding the paymen& of $63.000 to W. P. 
Malone on the C o d w e ' s  Second Quarter 1993 FEC Report. The &tails conccdng the 
services provided by W.P. Malone are discussed previously in tbc Response regarding the 
Committee's computer equipment. Specific documentation as to the 563.000 in payments is 
forwarded under separate cover in response to the auditors' April 1994. requests for additional 
information. 

e. 

- n: comenittee has requestfd'additiod docummiation 
regarding the S5.500 from the New York bank account. and will submir it as soon as it is 
available. 

!2udMU - The Comnninee $as requestad additional documentation in support of the 
$1 1,209 in reimbursemnts to b o 1  Willis, and will submit it as soon as it is available. 

- The Gommittse has requested 
additional documentation regarding payments to Sheraton Manhattan in the amouM of $6,489 
and New England Telephone in ?he amount of $7,WO. 

- Throughout the F%imary. the Cornmitree and its members 
exercised great care in the maintemmce and security of 1 4  equipment. Th writeen 
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equipment security policy promulgated during general campaign was culwinarion of the 
verbal policies promulgated and adhered 10 during the W i .  Exhibit 34. Each incidene 
cited by rhe Audit Division was investigated at the time of loss for both the potential recovery 
of equipment arid to discover any potential mhcoPlduct or gross negligence on phc part of a 
Committee member. It is the Committee's position h t  there was no evidence of misconduct 
or gross negligence on tRe pan of ass Committee member. and thus it was unnecessary to 
execute the Committee's policy of withholding salaries upon the discovery of evidence of 
misconduct or gross negligence. 

As the letter from the CQ&~~X'S insurance agent, Bill Lambright. indicates. it was 
not commercially feasible for the Committee to have purchased insurame to cover such losses. 
Exhibit 34. First, in order to negotiate a deductible low enough to have permitted loss 
recovery, the applicable premitm would have been cost prohibitive (the Connmim's 
deductible was $5.000). Seconddly, given the staff flucueions associated wih typical 
campaign environments and the tremendous geographical regions that would require coverage, 
the cost for insurance, to the extent available at all, would have far exceeded its value to the 
committee. 

In light of the prohibitive cost of commercial insurance. the only commercially 
reasonable arid fiscally responsible alternative for the Committee was self insurance. A 
comparison of the losses identified by ?he Audit Division to the total monies expended by the 
Committee for equipment leases in general and as compared to leases for similar equipment 
reveals that the Comminee paid a relatively sma!l amount for the replacement of lost 
equipment (the amount paid by the Committee represents only .08% of the rental equipment 
fees) and that ultimately. not only was the decision to self insure the only available option, but 
also the wisest. 

The Committee disagrees with the auditors' WOCO as reflected in the response to each 
item in t h i s  response. In addition, the C ~ d n ~ e  has included additional documentation 
regarding primary winding down costs. Exhibit 35. 

D. 

The bterim Reports for both the P r i  Committee and the Compliance Fund seek 
reimbursement from Complhce to the Primary of 51,296,517 in contributions deposited in 
the Compliance Fund. The auditors argue We these amounts were improperly designated 
from the Pnmry Commiptee to the Compliance Fund and therefore should be vansferred back 
to the Primary and k l ~ d &  as assets of tke Wksy Committee. 

This position is incorrect for nusnerous neasons set out more fully below. including the 
followbg: first. under 11 C.F.R. 5 llO.l@#2(ii) over $2,444,557 of these contributions 
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wen  in fact contributions to the compliance Fund and no redesignation Was necess: 
second. the cornminee obtaincd timely statements from the COntribUtOrS that these 
contributions were to the Compliance Fund; third, after the date of indigibiiity, the 
Committee made the best calculation it could based on the information available to ir :I: the 
time to determine the date after which the candidate would have no remaining entitlement, and 
the Committee should not now be penalized for having to make that calculation without the 
benefit of hindsight. 

o Under 11 C.F.R. 8 llO.l@)(2)(i), a contribution not designated in writing is 
considered a contribution €or the next d e ~ t h n  after the conuibution is made. Thus, 
contributions received after the date of the primary or nominating convention. as applicable. 
are considered for the general election. In order to be considered designated in writing for a 
particular election, a contribution must meet ollt of the foliowing tests: (1) the check or other 
negotiable insvrament itself must clearly indicate the particular election with respect to which 
the contribution is made; (2) the contribution must be accompanied by a writing signed by the 
contributor which clearly indicates the particular election with rrspect to which the 
contribution is made; or (3) the contribution is properly redesignad. 11 C.F.R. 8 
110.1@)(4). 

Under 11 C.F.R. 8 100.2@). "election" tncar~~ a "general" election, -primary" 
election, "runoff election, 'caucus". "convention" or "special" election. The other relevant 
regulatory provision to this is 11 C.F.R. 5 9003.3(a)(l)(iii) which states in rrlevant part that 
"contributions that are made after the beginning of rht expenditure rcport period but which are 
designated for the primary election.. .may be designated for &e legal and accounting 
compliance fund.. . . Contributions that do not exceed the contributor's limit for the primary 
election may be redesignated.. .only if-- (A) The contributions represent funds in excess of any 
amount needed to gay remaining primary expenses; (B) The redesignations are received 
within 60 days of the Treaswr's rec&ipt of the contributions; (C) The requirements of 11 
C.F.R. 8 110.1 m satisfied; and (D) The contributions have not k e n  submitted for 
matching." (emphasis added) 

The auditors focused hen on whether these contributions were properly redesignated to 
the Compliance Fund. but, in fact, in order to have been considered primary contributions in 

Very few of them were so designated. The Committee's vendor who pro~cs~sed thcsc 
contributions treated them as "redesignations" even though they were not. 'wat vendor's 
contract had been negotiated early in rht campaign by the Cornminee's original counsel and 
included an incentive for the vendor to treat contributions as though additional documentation 
or affidavit was necessary. Under the contract, the vendor received an additional amount per 
contribution for which additional dogwnenta~on or iy1 affidavit was obtained. l b  Committee 
staff did not see these contributions uaul well aftcr the election. but relied solely on tbe 
vendor's expertise to handle the contributions appropriately. 

the first instance, the regulations required that they be desi in for the primary. 
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Since receipt of &e Interim Repa. staff have mviewcd ea& conuibution received afier 
the date of ineligibility and the accompanying documentation. In our review. applyink nhe 
principles of the regulations. the Comrninte has concluded lhat only LboK contributions 
received after that debt which specifically have "primary" or "primary debt" written on the 
check. or have an accompanying signed contributor w d  designating their convibution to the 
primary should have been mated as p- contributions far which reclcsigRations for the 
Compliance Fund were required at all. This is the opposite approach to that taken by the 
auditors, but the Commirtte believe its approach iS in compliance with the requirements of 11 
C.F.R. 8 110. I@)@). That section presumes that cootributions w i v e d  after Ihe date of 
ineligibility are for tbe next election unless designated in writing for the preceding election. 
Instead of following that rule, the auditors made up the& own rule which was that all of these 
contributions were for the primary udtss Lhey were designated in wrifhg for the Compliance 
Fund. 

The total amount noted by the auditors as "aedesigmted" from the RhXUy 10 the 
Compliance Fund is 52.4-44.557. After September 2, 11992, the auditors indicate that 
$924.000 was properly redesignated to the Compliansc Fund. The auditors do not include this 
in the funds that should be transferred to the Primary C o d t I e e  because they contend that the 
C O ~ ~ ~ R C C  received its full entitlement with the September 2. matching had receipts. Since 
the CQ-KCC disagrees with t h i s  contention and believes that it was entitled IO the match 
received on October 2. 1992. the Comminee believes ?hat the Commission's analysis will 
change based on this response. and thus. this response a d y z t s  !be en& 52.444.557 in 
question. 

In those instances where they were not totally superfluous the 'redesigmtions' sought 
and obtained by the Committee's vendor merely serve as confirmation that the consributors 
intended these conuibutions to be made to the Compliance Fund since &ere may have been 
some ambiguity in the way in which &e checks were made out or in tbe unsigned cards lhan 
were anached to the checks. 

No contributions received after August 6, 1992. were submitted for nnatchhg. Of the 
contributions received after the date of ineligibility and not submitted for matchg ,  more than 
$2,773,327 was wither clearly designated for the primaby or primary debt mr accompanied 
by a signed wrintn designation for tht primary or primary debt. Thc C o d t t e e ' s  analysis of 
these ContribuKiOns is attached as Exhibit 3 to OhE General C o d t t e e  Respanw. These 
contributions were not. therefore. primary contributions because they did m meet the 
requirements of 11 C.F.R. 5 110.1@)(4). This number accounts for &e S2.444.557 
transferred from the Frhary Comrajttte and the Suspense account lo the Compliance Fund. 
ilnd thus, these funds BIT not properly considered primary contributions ndesignaaed to 
Compliance. Now of these contributions were submiaed for matching. 

o No h d s  were vansferred to Complbse when cht contributor's intent was UMCIW. 
Th "redesignatIom' obtained by the Committee's vendor. d&ough redesigm~on was a 
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misnomer. serve as documemtion of thr contributors' inlent to make contributions to the 
Compliance Fund. In every htancc, the addirional clariQing documentation was received 
within 60 days. 

0 It became c l w  during August of 19%. h t  the campaign wds rcceivhg sufiicient 
funds that it would be necessary to calculate a c u t 4  date afier which no further matching 
funds would be sought. However. the Conunittee, at the time it had to make h i s  calculation, 
did not have the advantage of hindsight, nor could it in any way anticipate the adjustments that 
tbc auditors would make to its accounu payable or post-election costs. many of which are 
vigorously disputed herein Had &e Committee been able to foresee that the auditors would 
consider h e  funds transferred to the Compliance Fund as primary contributions after the fact. 
it would have been necessary for the Committee to make up for these fundo by raising more 
hrnds for the Compliance Fund than were raised. If the Commission were to require transfer 
of these funds to the PrimKy Committee now it would result in unfairness to the Cornmian 
becaw it may lave an insufficient amount in tbe Compliance Fund io pay continued general 
election winding doun costs. 

o In mairing their calculations as IO remaining entitlement, the auditors count private 
contributions as &cy are received. but count the matching funds that correspond IO those 
contributions not when hey are submined fcr matching but when they are received. This 
leads to two problems. First. it is impossible then. to calculate the date after which no funher 
matching funds are needed, because at the time a commirtee makes a matching fund 
submission. it cannot possibly predict how much in private contributions will be received 
between Lbe date of the submission and the date of receipt of the matching funds. It would 
thus be far more sensible and fair to tbt sandidare KO include matching funds in the calculation 
as of the time of submission. 

Second, this method results in unfairness to a randidate who processes conuibutions 
more slowly. For example, if conuibutioas received during one monfh arc not processed fast 
enough to be included the submission at the beginning of the fouowing montp1. then there can 
be a rwo month delay in receiving the funds. This method is also likely PO discriminate against 
candidates with a broader contributor base. i t . ,  a greater number of smaller contributors. 
because each contribution no lnaner whether it is $1 or $250 takes the amount of lime to 
process. It would be far more consistent with the statutory entitlement scheme and would 
result in more equitable treament of candidates for Lhe Commission PO consider the matching 
funds at the t h e  of submission in making the entitlement alculation." 

l'llx Comminat believes that thc Commission's approach in this regard is inconsistent with 
the legal concept of 'entidement." A candidate wbo qualifies for mtsRing fblnds is entitled to 
receive them in an amount equal to matchable convibutions raised up to 50% of the expenditure 
limhtion. 26 U.S.C. 090.34. The process would k far less costly and simpler IO administer if 
the Commission. as envisional by tt;c statutory language. were to match qualifying contributions 
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Thus, for the reasons set forth above, the Committee disagrees with the auditors' 
recommendation thap these fuads should be mansferred &om ahc Compliance Fundl to the 
Primary committee. 

E. 

Anached is documentation rcgardbg thc chccb remaining on the auditors' list of stale- 
dated check. Exhibit 36. $26.009.11 have been sent 1esr.cn. $11.949.89 are void and no 
obligation remains. $31.56657 were reissued and are no longer stale. 

F. 

For the reasom set forth in this respase. thc Cornmittre d b -  with the auditors' 
proposed prelimiary repayment rrrrmben and contends that they ;are vastly overstated. 

For the reasons set forth in this Response and the accompanying documentation. the 
Committee contends that the Rrpon of the Audit Division requires substantial revision &fore 
issuance in final form. Funher. he Committee disagrees with tlw: auditors' revised NOCO 
and proposed preliminary repayment determination. 

..- 

Respectfully submi&. 

Lyd U m h t  
Counsel 
Clinton for President Comoninec 

up to the 50% limitation and seek a ratio surplus repayment once all obligations have been 
satisfied. 26 U.S.C. $9038@)(3). In fact, if the Commission followed the stalutory scheme it 
may be possible to resolve thc audits within tk six months csnremplatedi in the surplus repayment 
provision. Id. 
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1. IhTRIODUC'ITON 

This submission is filed in accordance with 11 C.F.R. 5 111.6 in response to 
the complaint filed by palan Gottlieb, Michael A. Siegel. Todd Heman, Joseph P. 
T a m ,  Second Amendment Foundation. Censer for Defense of Fne Enterprise 

9037 11 C.F.R. 9034.1@) and w#>3.3(a)(l)(G)(A) and (D) by ClintodGore '92 
General EIection GELAC (the "GELAC") and Qiaom fbr -dent C o d ~ ~ e e  
(the "Primary Conunittee") (together, &e "Codttees"). The Complaint alleges 
that the Committees violated 26 US@. §§ 90% and 9037 11 CER.  8034.1@) and 
9003.3(a)(l)(iii)(A) and (D) by transferring $21044557 fronr &e Primary 
Committee to CELAC and, as a result, received $2.9 ndkm in matching funds in 
excess of entitlement. 

and AmeriPAC (the amplainants') all vialations of tcj U.s.C §§ 9034 and 

I!. SUMMARY OF ARGUh41EhT 
9 1  

The Complaint should be dismissed because it fa& to sate a violation of 
tbc Act. In addit;on, principles of pes judicata and collateral es9oap@j prevenithe 
Commission born re-addressing this issue. In the altemapive. the Commission e 
sbould find DO reason to believe against the Committees and dismiss tbe 
Complaint as iegaly and factually baseless for the reasons stated herein. 

A. me Complaint should be dismissed because it fails to "descn'be a 
violation of a smtctc or regulation" as required under 11 C.F.R. 5 111.4(d)(3) and, 
accordingly, is nat a valid complaint. Even if she $2.9 
received by tbe P d a v  Committee were found to In matching hnds in exccss of 
entitlement as alleged by CQmplainants. such determination does aot constitute a 
Violation of law which is appropriately remedied by the enforernent provisions of 
the Federal Election Campaign Act 5f 1971, as amended ("FECA"). Rather, had 
the Commission made such a determination pursuant to the audit and repayment 
process, it would have ordered a repayment ob such amount to the United Stat= 

QPI in matching funds 
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Treasury in accordance with 11 C.F.R. Q 90361.2. The IreceipS of matching dun& in 
excess of entitlement has never been mated by the CQmmission BS a violation of 
any provision of the Federal Election h p ~ g n  Act or the Primary Matching 
Payment Act (the "Matching Fund Act"). 

B. Xn the alternative, assuming arm ends that the receipt of matching 
hands in e x c w  of entitlement were considered a giolation' for purposes of 11 
C.F.R.S. 111.4(d)(3), the Complainants' position that the Primary Conunittee and 
GELAC violated 11 C.F.R. 9034.1@) and 9003.3(a)(1)(6i)(A] and (ID) by the 
Primary Committee's receipt of 62.9 million in m 
legal basis €or two reasons. First, the Commission has rdd i rwd  the h u e  of 
receipt of matching funds in excess of entitlement (including the $2.9 million 
referenced in the Gomplaint) in the course of its statutorily-mandated audits of 
the Primary Committee and GELAC. n e  Chnmission determined that the 
Primary Committee must repay tbe United States Treasury $1.383587. That is a 
final repayment determination and did not include the S2.9 lnillion which 
Complainants d e g e  was in excess of entitlement. Since the issue has aiready 
been addressed and decided by the Comwkion. the d b e s  of res judicata and 
collateral estoppel prevent it from king raised again. 

funds has no bcsual or 

C. Most importantly, the $2.9 million in matching funds which 
Complainants allege were funds received in exocss of entiilement were funds to 
which the Primary Committee was legally entitled. Tbe Complaint incorrectly 
contends that the Primary Committee's transfer of $2,444,557 to the GELAC of 
undesignated contributions received by the Primary Conunrittce after the date of 
the candidate's nomination was improper because such contributions were primary 
contributions. As a result of the transfer, Complainants contend that the Primary 
Committee was able to continue to receive matching funds and received 
approximately $2.9 million in funds in excess of entitlement. Tbe Complaint 
incorrectly contends that such a transfer was improper. C o n t r q  to the 
Complainants' position, the law is clear that these contriiutions were not properly 
designated in writing for the primary apd that the transfer to G € U C  was proper. 
Moreover, the Complaint is riddled witb faehlal inamracies. Complainants' 
position that the funds received from July 17 to August 5.1992 and submitted for 
matching were indistinguishable from b e  152,444,557 transfened to GELAC is 
factually incorrect. 

111. SUMMARY OF FACTS 

In accordance uith the Matching Payment Act, Clinton for President 
Commiaee received matching funds for private contributions raised during the 
primary matching fund payment period in the amount of 012$~,000, less than 
the maximum of $13,800,000.00 to which the C o d n e e  was entitled under 26 
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U.S.C. 5 9034@). After the date of nomination, &e 
established a suspense account into which mnlributi 
determination of their proper disposition. The P 
transfemd S2,444,557.00 in contributions which 
suspease acmunt after the nomination. Although the C b d t t e e  had received 
redesignations from the Primary to the GELAC for these con~butions, the 
redesignations were unnecessary Because by operation of Isw the mntniutions 
were GELAC contributions. In connection with the audit of the Primary 
Committee. the Commission issued a repayment determination ia the amount of 
$1,383587 which included, inter alia, a repayment amount of $1,072,344 for 
matching funds received in excess of entitlement. 'Pbe Cbmmission considered the 
issue of $2.9 million referenced in the Complaint as well as the $2.444.557' transfer 
to the GELAC when it addressed the issue of receipt of matcbing funds in e x e s  
of entitlement. The Commission did not find that the transfer was improper or 
that the $2.9 million in matching funds were h excess of entitlement. 

W .  TPIE CQMBLAIFT MUST BE DlSMlSSED 
BECAUSE lT IS LEGALLY AND FAC'RJfiLY BASELESS 

1. The Receipt of Matching Funds in Excess of Entitlement Is Not A 
"Violation" of the Presidential Primary Matching Payment Account 
Act And. Therefore. Is Not Subject to An Enforcement Action 

The Commission's finding that a committee had received matching funds in 
excess of its entitlement is 
determination. The Matching Fund Account was established to provide partial 
public financing to the campaigns of eligible presidential primary candidates. The 
receipt of public matching funds in excess of entitlement is addressed in the 
Regulations at 11 C.F.R. 9034. Eligible candidates are permined to receive 
matching funds for all matchable primary contributions received prior to the date 
of ineligibility regardless of whether the primary campaign is operating in a 
surplus or deficit position. ahe Regulations state that, if, on *e date of 
ineligibility, a candidate bas net outstanding campaign obligations the candidate 
may continue to receive matching funds for contributions received and deposited 
on or before December 31 of the Presidential election. X I  C.F.R. 9034.I(b). The 
Primary Committee's statement of net ou?standing campaign ooligations 
("NOCO") reflected a deficit position on the date of ineligibility so that punuant 
to 111 C.F.R. 9034.1, the Primary Committee was entitled to continue to receive 
matching funds. 

a violation. Rather, it results in a repayment 

After the Convention, the Commission's Audit Division reviewed 
Committee recnrds in accordance with 26 U.S.C. 9038 to determine whether any 
repayment of funds will be required. The Regulations explicitly state that 
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information obtained pursuant to an audit may be used 4 the e0 
basis. or partial bask, for its repayment determinations under 11 C.F.R. 9038.2 
The Regulations state that a repayment may be required wkre it 3 later 
determined that the candidate had no net outrtaodine m m  -= obligations as 
d e k e d  in 11 C.F.R. 5 90345 as of the date of ineligibility. Accordingly, the Iaw 
clearly acknowledges that the NOCO statement may be adjusted and may result in 
a determination that a coII1IILjttee had received matching h d s  in excess of 
entitlement. Such a finding by the Commission is 
Rather it results in a repayment detenninarion. 

a h d i n g  of a violation. 

A retroactive finding of receipt of funds in excess of entitlement has never 
been treated as a violation of anytbng amd we fail to see what provision would be 
violated. A Committee, when calculating its NW0 and thus determining a cut- 
~ f f  date after which no further matching funds will be sought, does not have the 
advantage of hindsight that the auditors have years later when re-calculating the 
NOCO DOT can it anticipate the adjustments that the auditors would make to its 
accOuntS payable or post-election ants. Many primary presidential campaign 
NOCOs statements are revised by the audit division with hindsight and this 
frequently results in a determination that matching funds have been received in 
excess of entitlement. 

While there are certainly some Tiale 26 repayment matten that may also 
be the subject of a Title 2 enforcement action, this is not such a ease. The% 
including knowingly exceeding state or national spending Iimits 11 C.F.R. 9035, 
l(a)(i), and receiving prohibited or excessive contributions. There was no 
excessive spending here, nor was there any excessive csntribution received. Thus, 
there was no violation. 

2. The Doctrines of Res Judicata and 
Collateral Estoppel Prohibit the 
Commission from Addressing Complainants' 
Issues Aeain in the Enforcement Context 

Even, assuming areuendo, that the receipt of public funds in ex- of 
entitlement were a matter subject to the enforcement process, Complainants are 
estopped on the basis of res judicata and coMatend estoppel &om raising this issue 
in an enforcement action because this issue has already been addressed in the 
audit context and the Commission has already issued a final repayment 
determination. The Commission did not find that any repapent  was due; no 
violation could have occurred. 

4 
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3. The Primary Committee Did Not Receive Sh9 MiUon 
In Public Funds in Excess of EntitIemeslt &C~W 
The $2,444557 in Contributions Received By We 
Primary Committee After Tbe Date of heligibil- 
itv Were Promrlv Considered GELAC Contributions 

The transfer of $2,444,557.00 &om the Primary Committee to the GELAC 
was a permissible and proper transfer becaw the contributions were in fact 
intended for GEIAC. 

A. Under the Regulations, The Contributions 
Were Properlv Considered as GELAC Contributions 

Under 11 C.F.R. § 11Q.l@)(2)(ii) the $2444,557 in contributions 
questioned by Complainants were in fact contribusions to the G U C  and no 
redesignations were necessary. To the extent that contributions may have been 
ambiguous or unclear, the Committee obtained timely statements from the 
contributors that these contributions were GELCBC. abu4, these contributions 
were properly transferred to GEIAC. 

The Committee provided the Commission with m asalysis of the dun& 
received by the Primary Committee which demonstrated that these wntributions 
were undesignated in accordance with 11 C.F.R. 111D.1@)(2) and, therefore, were 
intended for zbe next election.' 

The Regulations at 11 C.F.R. 11Q.1@)(2)@) provide that a contribution not 
designated in writing for a prior election is considered a contribution for the next 
election after tbc contribution is made. Thus, ~ontiributions received aker the 
date of the primary or nominating convention are considered for the general 
election. The regulations are quiee specific as to what Constitutes a written 
designation: (1) the cheek or orher negotiable instrument itself must dearly 
indicate the particular election with respect to which the contribution is made; 
(2) the contribution musf be accompanied by a writing signed by &e contributor 
which clearly indicates the particular election with respect to which the 

I The Auditors' assertion in the Interim Audit Report that these mntrrbutiolu were received 
in response to primary solicitati~ns is faaaa$ inaccurate. Of the oDntribntblu received aker the date of 
ineligibility and not submitted for matching, more than SLR3321 was neither d u r l y  designated for primary 
o r  primary deb! nor awmpanied by a signed written designation for the primary or p h r y  debt. Moreover. 
the t i m i g  of the receipt of the contributions confinns that they were not w i v e d  in rcrpolue to a solicitation. 
Mosc of these contnbutions were received over a month aker the Convention. In addition, the Auditors' 
stahxnent In Ihe lnternrr Audit Repon that some of the funds ~ransfened 10 GEIAC were also submitted for 
matching is a blatant misrepresentation. Nooe of these amtributions were submitted for matching. Finally. 
the Auditors' contention that the funds taasrsfened to GELAC are indistinguishable from thow hunds 
submitted for matching from July 17 to August 5 is faauaUy maccunte. 
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contribution is made; or (3) the antxibution is properly redesignated in 
accordance with 11 C.F.R. 110.1@)(5). 11 C.F.R. ¶¶0.1@)(4). 

Under 11 C.F.R. lOO.a@), 'eledsa' means a 'general" election, primary" 
election, "runoff election, L c a ~ ~ n ,  'mavention" or 'special" election. Yhe other 
relevant regulatory provision to this is 11 C.F.R. 9C@33(a)(l)(iii) which states, in 
relevant, part that: 

contributious that are made after the be nning of the expendimre 
report period but which are designated for the primary election . . . 
may be redesignated for the Icgd and accounting GElAC . . . 
Contributions that do not exceed the contributor's limit for the 
primary election may be redesignated . . . only if -(A) The 
contributions represent funds in e x a s  of any amount needed to pay 
remaining primary expenses; (b) T$c redesignatitions are received 
within 60 days of the Treasurer's receipt of the contributions; (c) 
The requirements of 11 C.F.R. 110.1 are satisfied; and (D) The 
contributions have not been submitted for matching. (emphasis 
added) 

The Complaint erroneously states that these contributions were not 
properly redesignated to the GELAC. However. in orden to have been considered 
primary contributions in the first instance, the regulations required that they be 
designated in writing for the primary. 

The Regulations explicitly state that only those contributions received aher 
the debt which specifically have 'primary" or u p ~ a r y  debt" written on the check, 
or have an accompanying signed contributor card designating their conmiution to 
the primary should be treated as primary contributions. 11 C.F.R. lIOJ(b)(4). In 
addition. the Explanation and Justification for the designation regulations at 11 
C.F.R. of 110.1@\(4) provides specifically than the connzjbutor must si@ the 
contributor form order to designate a contribution Po a pahcuular election. " A 
question has also been raised as to wbetser contriiutions received in respouse to 
a solicitation for a particular election should be considered to be a designation for 
that election. Unc'er new ll0.1@)(4), the contributor would be able to effectuate 
a designation by returning a preprinted form supplied by the soliciting committee 
that clearly states the election to which the contribution will be applied provided 
that the contributor sims the form, and sends it to the committee together with 
the new contribrtion." (Federal Register, Vol. 52, No. 6. p. 763.) (emphasis 
added). IE addition. the Explanation and Justification provides that *the timing of 
a contribution is of significance in several situations. For example. the date on 
which an undesignated coutribution is made Wall determine whether the 
contn'bution counts against the contributor's limit for the primary or general 
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election." (Federal Register. Vol. 52, No. 6, p. 763). 

As &e Csmmittee explained ifl response to ahe hate- Audit Report, the 
vendor who processed these conm%utionr mated &em as "redesipations' even 
though they were not. Tbat vendors' rrsntrad bad k e n  oegotknned early in the 
campaign by the Comminee's original counsel d ed an inncenthe for the 
vendor to treat contributions ZLS though addiirjond enation or asdavi t  was 
aetxsary. Under the contract, the vendor mce o d  amount peer 
contribution for which additional documentation o 
The &muittee staff did not see these contributiogs until well afier the election. 
but relied solely OD the vendor's expertise to handle the contributions 
appropriately. 

was obtained. 

To the extent that theax redesignations were not totally superBuous they 
served to confirm that the coombutor's intended these contribwtiians to be made 
to the GELAC since there may have been wme ambiguity in the way in which the 
checks were made out or in the unsigned a d s  that were anached to the checks. 

B The Commission's Practice and Policy Goa- 
fin That The Fuatls Transfelrred to 'Ibe 
Compliance Fund Were Not Primarv Contributions 

The explticit language of the Regulations is confirmed by &marision 
decisions in advisooy opinion& matters under review and prior audits. 

1. Tille Commission's ruliaa in A 0  19'32-30 directlv suumrts the 
conclusion that these contributions were not properh. desimated for the primary. 
In Advisory Opinion 1990-30. the Helms for §enate CoaPlmittee bad outstanding 
debt after its 1990 general election. In wder to satisfy the debt, the committee 
solicited campaign contributions that advised contributors to designate their 
contributions for retirement of the campaign debt. The Committee received a 
considerable number of checks without the appropriate written designation thus 
requiring the commitlee to obtain redesignations. lo order to eliminate the cost 
of the c ~ t  of this process. the committee proposed the following steps: 

a. 
would be used to pay general election debt; 

b. 

It would sa'e on Be solicitation that the contribution 

It would rltpeat the Same statement on the 
contribution slips and include an additional line on the disclaimer stating that the 
funds would be used to retire general election debt; and 

c. Finally. the committee would not solicit any other 
contributions other than to satis@ the debt. Despite these steps. tbe @oIIlmissioIu 
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ruled that this procedure 
FEC dismissed the notion that 
would by itself bc s u e e  
and solicitation state qm5caDy &at the contriiuticas are khg r e a p e d  tci 
re& campaign debt. AQ 1 W M  states e Lab in order to confirm donor 
intent, the regulations reauire &at 
document &at contains the won% of desiienntioa. i.e. tbc cbeck or &e contributor 
&. 

OaOJfy the re 
undcsigerated check to the donor card 

e iptno  even though the card 

Commission policy and practice recognizes the iunpamce of donor intent. 
The deterenination of whether a contribution is desi 
election turns on the contributor's donahe intent. (& e n e r a l  ~ u n s c l ' s  Lagal 
Analysis accompanying Clinton for President Draft Final Audit Report.) 

ated for a particular 

The Commission has also ruled that the date of a contribution is 
determinative of donor intent. (See MUR 1491 b which the Cormnksion 
determined that an undesignated contribution made on &e date of a primary 
runoff election must be attributed to tbe p r h a r y  election because it was made 
during the primary election. See also, MUR$ 1492, 16B.) 

Aod, furtber. the payee of a check has never been considered adequate 
evidence of proof of donor intent. b MUR 2139, cheeks were made payable to a 
political committee that held a fundraiser to benefit a a d i d a t e  cOmmi8ee. 
Despite the faa  that the checks were made payable to the political committee. 
the Commission ruled that the contributions had to be attributed to the candidate 
committee betxiuse of donor intent. In addition. a loan parantee made after a 
candidate's primary election was deemed to be a general election contribution 
despite the fact h a t  825.000 of the loan was to be w d  to pay off a S25,oOO foan 
taken during tbe primary to purchase media for the primaq election. 

C. Equitable Principles Dictate ?hat me 
$24.64.557 Transfer To n e  Conrpliaaa 
Fund Be Considered General Election Cootributions 

Equitable considerations dso dictate that the $2.444337 transfer be 
deemed proper and, accordingly. that the 82.9 million not be treated as funds 
received in excess of entitlement. 

A finding of reason-to-believe by the Commission in this case would also 
result in disparate treatment of incumbents and clhakngers. Because incumbents 
often UK a similar name for both primary committees and GELAC committees, 
checks made payable to them often have identical names. -&is gives them a great 
deal of discretion as to how to attribute mnuibutions. In this casc, clearly the 
f',.444.S57 repitsented contributions barn contributors who intended to contribute 
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. .  Finally, in DO d e r  instance has the Ch 
action where the complainant has alleged that 
funds in excess of entitlement adper a hid repaymcnt &termination has k e n  
issued. ’]This Complaint p r d s  DO basis for doing JO in this iOnaace. 

pursued an etrforcfneat 
dents received matching 

CONCLUSBOK 

For tbe reasons stated berein, Clinton for President Committee and 
ClintodGore 9 2  General Election Compliaam Fund request that the Commission 
dismiss the Complaint because (1) it is iswEcient urpder 11 C.F.R. $j 111.4(d)(3) 
or (2) that principles of res judicata or collateral estoppel prevent the Commission 

a 
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from re-addressing this issue; or. in &e d~ternative &at there is no reas0g-t~. 
believe that the Conmittees violated 26 U.S.C. 
9034.I@) and 9003.3(a)(l)(iii)(A) and @). 

90% 

Respectfully submitted, 

-iq 7. r . & ~  L~J- (h I> 
Lyn Utrecbt 
Oldaker, Rym & Leonard 
818 Connecticut Avenue, N.W. 
Suite 1100 
Washington, D.C. 20006 
(202) 728-1010 

7 Acorn Labe 
Dcdbam. Masacbusens 62026 3 

Counsel 
Clinton for President Committee 
Clinton/Gsre General Election Compliance Fund 
President William Jefferson Clinton 
Robert A. Farmer 
Bruce R. Lindsey 

(617) 329-0250 
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Documents: 

24002&3/24.1 
24004124.2 
24085lA 
24006-09m 
24010JC 
2401 1/D 
24012lE 
24013E 
240141G 
24015iH 
24016-20iI 
2402 1 -241J 
240251K 
24026-32lL 

.. .. 

..>- 
I< 

24035&36/N 
24037&38/0 

24039&40/P 
24041 -43Q 

24044&45lR 

24046&47lS 

240481T 
240491U 
24050/V 
24041lW - 

09-18-91 Early sales memo to Clinton Exploratory Committee 
09-18-91 From sales material to Clinton Exploratory Committee 
10-08-91 Watlhnns to Anderson courtesy note 
11-14-91 Ifskin memo re urgency for CPC to qualify for matching funds 

11-18-91 POC to CPC re magnetic tape issues 
11-22-91 CPC (Ardman) to BOC re follow-up action on procedural issue 
12-06-91 Anderson to Ifshin ("original counsel") and co-counsel Friedman 
01 -22-92 Anderson to Emmanuel re timeliness of tkank you letters 
02-1 1-92 Bill Anderson to Watkins re political strategy 
02-17-92 Watkins to Anderson re Poc helping with loans for CPC 
03-23-92 Ifshin to various CPC re strategic purchases for general election 
05-21-92 Watkins's request for Poc's idea and proposals for general election 
06-15-92 POC memo in reply to Watkins's request for proposal 

1 1-1 8-91 POC to CPC staff E succss of finishing qualifying r e p ~ r t  

- note relationship is very good 
- note comments re accuracylclean-up Little Rock accounting data 
- note reference of amendments 
- note POC not genelating debtlobligation data for p;Ec 

06-30-92 Memo advising Andersons CPC will do general election in-house 
- note expenditure portion of POC's contract expired 
- note reference to clean-up of data before amendments 
- note want data in Little Rock to agree with POC data 

07-22-92 Anderson memo to Watkins - POC lowers unit price due to volume 
09- 10-92 Anderson memo to Watkins 

- note POC lowers unit prices again 
- note POC requests names of contributions being shifted to Compliance 

09-10-92 Bill Anderson to Watkins re idea for campaign 
10-03-92 Varney memo to Pat Anderson 

- note unusual tone of letter 
- note "distress" over minor incident 
- note offer for Little Rock to support POC 
- note unreasonable date of Oct 3 1 for filing deadline 

10-06-92 Anderson memo to Reilly re overlimit redesignations 
(Refer to Documentary With References Sections 17.0 & 18.0 
and documents in Tab 13 for more details.) 

10-28-92 Memo from Bill Anderson to Watkins regarcking good work 
of POC and future data management needs of Clinton et. al. 
- note Andersons going to Little Rock to join celebration 

02-17-93 Anderson to CPC staff - asking that POC be paid 
02-19-93 Note from Mark Middleton re note WRA sent re taxes 
06-07-93 Anderson again asking that POC be paid 
06-07-93 Note from CPC staff enclosed with payment 



240521X 06-15-93 
240531Y 07-01-93 
2405412 07-02-93 
240W~5612.2 07-09-93 

24057&58/2.3 07-09-93 

24059&60/AA 07-09-93 

240611AA. 1 02-06-95 

24062 
24063&64/BB 02-16-95 
24065&66/CC 03-24-95 

24067fDD 03-3 1-95 
240681EE 05-02-95 
240691FF 05-3 1-95 

Anderson again asking that POC be paid 
Anderson cutting services to CPC for non-payment 
Anderson acknowledging payment and questing timely payment 
Pat to Bill re Utnxht’s request for memo re BOC’s emrs 
- note the ”emrs“ total only four (a wonderful record) 
- note the “emrs” were quite minor, if e m r  is even the tern 
Pat to Bill, same day, Bat very upset 
- note Pat states “I am so proud of our record” 
Bill Anderson to Utrech? 
- note comment re lowered prices 
- note “team player” 
- note Utrecht only asked about “four” minor errors 
- note memo re emrs was required BEFORE Poc could be paid 
Anderson memo to Utrecht re strange meeting 
- note Anderson states Umht’s requests are unusuaal 
- note inventory of documents in storage on backside 
Utrecht memo to Anderson re same issue (regaining contd) 
Anderson memo to White House general counsel Abner m a  
- note Anderson’s tone is very d m  but explicit 
- note attachments to letter outlined CPC’s false statements 
Anderson to Utrecht re turning over storage mom 
(Hard to read) note re transfer of keys for storage mom 
Official termination letter 
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HEHORANDUH 

DATE: September 18, 1991 

TO: Kat Gorman and David Watkins 
Clinton for President Exploratory Committee 

FROM: Pat Anderson, Public Office Corporation 

Thank you for your time several days ago vhen I called to tell you about 
the specialty of our computer company: presidential primary matching funds 
and comprehensive contributions management. 

This notebook starts with some historical information about our company 
followed by a key contacts sheet. 

The outline I use for my matching funds presentation begins the "Things To 
Consider" section. 
outline over the telephone. You are velcome to include others at your end 
via a conference setup. 

In that same section, I have included several "short subjects" t o  give you 
some idea of our thinking on (1) Minimum setup in Little Rock, (2) Overview 
of Main Donor Database inputloutput, (3) example on the detail of 
maximization of matching funds, and (4) a beginning list of other issues 
that need discussing. 

The third section contains some suggestions about the types o f  databases 
ve can manage most effectively for you. Your campaign will need other 
types of computer support, of course, but we have lots we can contribute 
to helping you manage the data in the databases we listed. 

The fourth section contains samples of our contribution management output. 
On our powerful system, i t  is true: Your ability to store and recall 
informarion is limited only by your ability to gather it. 

The final section, About Costs, contains information about our services 
and prices for campaigns. 
campaign "plus." 
of interest to you. 

As you read, you vi11 begin to understand our meaning of the vord 
"comprehensive." Ve have been in the business a long time; we know vhat to 
anticipate that others might not realize. 
all we ask is that you make sure you are comparing the same quality AND 

We can go through the more important items in the 

A presidential primary campaign is an ordinary 
I have put in some "ballpart" comments that might be 

When comparing our prices, 

quantity of services. 
24002 
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If I didn't think ve could support Governor Clinton's campaign given the 
proximity of our tvo bases, I wouldn't take my time to vrite you. 
supported large races "over the phone" before. We have excellent 
references. we are expert in this area. 
dollar difference to a major presidential campaign where their matching 
funds are handled correctly FROM THE VERY BEGINNING. 

Getting off to the right start is the key to success. It is reasonable for 
a N W  organization developing a NEW system to take 90 days to get i t  going. 
Often it takes months to perfect. 

Unfortunately, your campaign is a "start-up organization" that must 
perform like a slick machine if i t  is to meet the awesome task of raising 
and managing millions of dollars in a very short period of time -- 
usually just 6 months or so. 

This time around, the FEC has imposed stricter requirements for the 
"reattribution" (splitting) of contributions by requiring that the 
affidavit (additional documentation) must be dated within 60 days of the 
receipt of the contribution. 

It is ESSENTIAL that "early money" coming into your campaign be processed 
perfectly, daily, as i t  comes in. Presidential matching funds management 
begins the moment you open the envelope containing a "written instrument," 
as the FEC so quaintly refers to checks, money orders, and the like. 

We have 

I believe we can make a million 

We are ready to go. 

We have worked on 4 presidential races. 
new, learned hov to do i t  better. We improved our procedures and 
techniques vith every new challenge and every campaign. 
where campaigns, including some that we have been involved vith, have left 
a lot of matchable money "on the cutting room floor." 

Confidence and a willingness to vork hard just aren't qualification enough 
when so much is at stake in such a short period of time. 

Put simply, we can make your jobs a lot easier vith a vorry level of near 
zero. 
that only you can handle (and there vi11 be plenty of them). 

Please give me a call with any questions. 

In every race we learned something 

We can show you 

That vi11 leave you both time to concentrate on other matters 

Thank you for your consideration. 

Sincerely, 

Patricia U. Anderson 
President 
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Suggested "Uinimum setup" 

Location: Little Rock 

Equipment provided by POC: - one video terminal vith attached laser printer - one hard-copy terminal on vhich to print deposit 
slips, labels, etc. 

Personnel required: - minimum one "key" operator/caging supervisor - trained by POC on-site in Little Rock - supported by POC's 24/hour, 7 days a veek Hotline 

described on following page 
Responsibilities: - provide "caging" service for campaign as 

- 
- keep one set in Little Rock for reference 

send one set of check copies to POC 

Capabilities: - immediately (as the money goes to the bank) print out 
deposit reports for dissemination of that day's fundraising 
results/information (for fund raising centers, direct mail 
specialists, etc.) 

- produce thank you letters and envelopes 
- produce other types of letters and envelopes 

- print lists, labels, 3 x 5  cards, etc., as required 

- input records into "contact" database so that volunteers, 
staff, key contacts, convention delegates, etc. can be 
tracked and any type of communication generated 

- call up on the screen any contributor in the contributor 
database 

Communication: - video terminal and printer are communicating vith main 
computer in Washington via regular telephone lines; should 
volume require, leased lines can be installed and multiple 
terminals setup in Little Rock, each having simultaneous 
access and production capability using the data in the main 
contributor database 

Timing: - The sooner the better to get started with minimum setup and training. 
- POC can take equipment to and train l'key" personnel in Little 

- POC personnel vi11 remain on-site until things are running 
Rock; it  is better to do this sort of thing as early as possible. 

very smoothly; 
Little Rock staff where large volume requires it. 

POC personnel would be available to "shore up" 

Expandability: - The POC system is a powerful, multi-user computer; expanding 
to the degree necessary to support a national race is well 
vithin the capabilities of P O P S  hardware, softvare, and 
support experience. 

- 
- 
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C O M M I T T E E  

October 8 ,  1991 

.' 
*_ 

Patricia W. Anderson 
9x1 Second Street, N.E. 
Washington, DC 20002 

Dear Pat: 

Thank you for contacting us regarding your interest 
in helping Governor Clinton in his  presidential 
campaign. 

As the campaign progresses we will need a variety 
of products and services. A s  we determine those 
needs we will keep your offer in mind. 

We really appreciate your interest in helping 
Governor Clinton. 

David Watkins 
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TB: David W i l h e l m  

FROM: David ffshin 

DATE: Matching Funds 

RE: Novermber 13, 1991 

me compression of the f i r s t  stages of the campaign h t o  a 
natPOw window of several weeks rather than mimy months ar'wen 
years has mile cer ta in  mechanical functions even lplore fornridablsr 
khan in the past. 
underscored the a.mount of concentxated effort required to quakify 
to be on the ballot and slate delegates i n  all 50 states as w e l l  
as other jurisdictions.  An equally critical challenge involving 
several  components of the campaign confsoats US in the martching 
fund area. 

While there have been mamy discussions about this task, I 
thought it m i g h t  be helpful to r@view where w@ s t a n d  today end 
what remains ts be done. 
coordination of three groups: our funaraisersS the tieam 
preparing the actual submissions ana our lawyers. 
in order to qualify €or matching funds a campaign must raise a 

from 2 0  or mare contributors i n  each state. The B esion OS 
documentation to the FEC de%aanstrat$ng that. a Ctmpairgn has 
qual i f ied for matching funds is horn a6 Whe threshold 
submission. Campaigns that have been certified as meeting the 
threshold may therm make submissions once a month (as opposed to 
bi-monthly i n  previous campaigns) of documentation supporting our 
entitlement to federal matching funds. 

The threshold submission may be made at amy time after 
January 1 of the  year pr ior  t o  the election, L e .  
1991. I n  previous presidential  electLon cycles, 
submissions were made much earlier i n  the cycle. 
of the 1992 campaim has add@& an umrforssen factor to the PEQ 
6taff.s workload. 
c e r t i f y  threshold submissions, they recently reafieed Ulclt six 631 
seven campaigns a l l  would be sutippitting at a@ elwenth hour. hs 
is reasonable, they became concerned whether they w 
adequate resources to review and certify a l l  sf the 
before additional submissions were received. 

The conference call W e  had last week 

The matchirag funds program requires the 

you know, 

minimum of $5,088 in 20  or more sCat%s i n  amounts 250 O r  less 

Rathe r  than having most ob 1091 to review and 

The CommLs~lon~~ ragulslticPne, ing the new revisions, 
did not envision this scenario. 
Commission to act w i t h i n  fibteen 018 
subrlPissfon made by a campaign after January .le 2992. 

ire the 

%%era is no 

2 4 0 0 7  - 
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requirement or regulation on those being made now. 
commission did determine a few w e e k s  ago that the first, matching 
fund fiubmissions (not necessarily threshold) could be made on 
December 2. The Commission's audit. staff, understandably 
concerned about whether they would have the time to complete the 
review of all of the threshold submissions prior to that date 
informally spread the word through the comptrollers of the 
campaigns with whom they routinely deal that the threshold 
submissions should be made by Friday November 8 if the campaigns 
wanted to be "guaranteed" that they would be acted upon by 
December 2. I confirmed w i t h  the head of the FEC audit division 
yesterday that that date has no legal significance and that the 
Clinton campaign received no notice of it. 

this Friday. 
Commission and the audit division although they ar@ eager to get 
started reviewing the thresholds as soon as possible. It i s  
during that review that many of the problems in the way the 
campaign is preparing its submissions are identified and cured. 

While I expect that if the money is raised and POC is able 
to complete the threshold submission despite its late start that 
the Commission is likely to certify us prior to December 2, ~g 
one sh ould take anvth ina for aranted. 
continues to exist that w e  may have problems with the commission 
due to the following realities: 

1) as of this hour, we have riot submitted to POC the 
documentation necessary to certify the threshold submission, much 
less the cushion recommended in the Commission.s guidelines for 
mesentation in Good Order. 

Thc 

The campaign is plarining to make our threshold submission 
That is certainly pexmissible in the eyes of the 

A real possibility 

2) the campaign lost an inordinate amount of time 
contemplating the question of how the documentation for matching 
funds would be assembled. After an unsuccessful effort to 
assemble a capacity to do it in-house, W C  was finally given the 
green light to proceed. 

I have the assurances o f  the head of the Audit Division that 
our submission an Friday wouad not in any manner preSudicc us. 
He agreed fully with my interpretation as described above and 
stated that the only consequence is that rather than guaranteeing 
they would turn it around in the remaining days he could only 
assure us that he would do everything possible to do so.- 

good will of the auditors. A t  the end of the day, they have 
great discretion in many matters that are or will become critical 
t o  us. I have explained t o  the head of the Audit Division that 
the reason for our submitting our threshold submission this 
Friday rather than last is that the change over to POC has 
provided us with a more reliable format that will make their job 
easier. While he was supportive, there is no guarantee that our 

It is impossible to overstate the importance to us of the 



submission on miday w i l l  be certified by December 2. 
new regulations, there is no real dispute among lawyers that 
since there is no time period far lnslking a threshold submieaion 
prior to January 1. mile it may be legally correck, however, it 
will be of little comfort if the aud%t;tors get their backs up. 

immediate steps: 

exceeding *e minimum requirements for the thrashold and Wdkfng' 
sure our documentation i s  correct. 
left, W@ need to make sure out -or rats will not result in lese; 
than 20 states being approved by the auditors for catrtfiication 
by the Comission. 

I have spoken w i t h  Xeeley about the desirability of k r  
having direct conversations with the auditors as soon as 
possible. The auditors are not always comfortable talking to 
their own lawyers, much less lawyers who inevitably will become 
adversaries later. While we should be careful not to discuss 
specific factual problems, general conversations about systems, 
documentation and the auditors expectations are invaluable to us. 
Those discussions need to begin at once. 

3) In the press of events, we n@@d to finalize our deal 
with POC and reduce it to a signed contract. 
interest to have different expectations between us and pbc about 
their role and compensation. 

need tQ continue preparation of a supplemental submission if w5 
believe there is any real chance of falling s h o e  of the minimam 
for certification. 

ccx David Watkina 
Stephanie Solien 
Keeley Ardman 
Rohm Emannuel 
Pat Anderson 
Bruce Lindsey 

Under the 

our situation i s  best enhanced by our taking the rollowing 

1) No effort should be spared by the Finance staff in 

Given tbe number OS days 

2) 

ft is not in our 

4 )  Once our threshold submission is made Friday, we lagay 

'. 
241009 
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DATE: FAX Qte 11/20/91) 
m: 
€xu: Pat Andemon, Hlc 

David Watkins, Sherry Curry 

m s  than t3K1 veeks hmR passed S h X  W? receivedour f k &  S- of Chrack 
batches fxun canp?aign in Little Rock. We axe m s ;  p(x: 
is -to be part of the tsam. 

we are maintaining two Ercmt!3: (It1 fmrrt) e are ready - Supp1-t the 
plresent thrahold submission i f  necessary and, (2) wz are f q i q  ahead OBI the 
as§lm$.ion that the CLintDn carmiteee w i l l  be appewed in time to go in on 

2 with as Ilplch matchable m w y  as possible. 

we are willing to do our part by applying as rmch staff effort as pL9ctical8 
wi-t campmmising quality. 
I z L p F O f A R K A N S S ~ .  

We were given a mgnetic tape on miday, Nov 8, but it was mt an industry 
standard, 9-track as we had xquested and required. After delving into the 
xeasons, it 5 e g ~ s  there were several issues: 
-?n=? c o n t r h a o n  data plus other attributes abcxlt the crmttibutor that waild 
(znhame- ' ing and FK: suhnissions; and (2)  the relocation of the canplter 
-tan to Little Fack campaign headquarters made access to the 9-track tape 
drive difficult i f  not impossible. 

Ixletotheurgetm .. of the mtching funds submission, we "forgot" a b u t  the 
cartridge taps in hand, which we d d  have had to take to another VendQT to 
put on 9-track, and then we would have had to s p n d  an unlumn arnamt of time 
foraging our way through variable-formatted data. We decided a sum%, faster 
solution e0 our imnediatre problgn was to tackle it with kuutx, manual force. 

In fact, it looked like getting what we Iseeded in time to be of help eyen for 
the Dscenber 2 sutmission was so r~~3te, on November 12, I suggested to shgnry 
Curry just to put the tap business on hold tanporarily. 

-BE T D l I I E K S ?  IXKSWW?'IIAsRATH&ND: the DaEemlr?r 2 8uhnissian. 

The present situation is this: w e  have on our 
Mme/ac!&ess data for the contributors from states other than plrkansas. It 
occubed to m e  yesterday that i f  we could get the basic m/e&isess data 
on tppe for the ARKANSAS presidential contributors, WC would slap 
in the elements of the actual c o n t r h t i m  (date, batch C, che=k X, mnmt, 
event, etc.). 

Please let me knew if grou agree and can pmvick the tape. And i f  so, when? 

qlw, a l l  telephone nmhers, and anvthing else you can send EASILY anjl 
QUICKLY - just include a tape layout . wl.reronil~80rganizatm 
of fields mi their respective 1-T- of mrcis on tape. 

We need help in thg folloving -: HiGJEMC 

(1) it waald have taken a 
a long the ta produce an idustry standapd tape that cmntained the 

IT IS TlME TU RE-Focus (N 'HE ENXKXJS HEtp 'I?RJ! W S  DKIX W 

at least the basic 

'IIAPE DESCRIPTICN: g-track, fixed length, fixed f o m t  (XXII QT EBCDIC, 
dabeled) ,  1600 =I -fix, m / M f h ,  sparas@, *s, v t i a ,  

Ps: I wrote this mM, on Manday and p a s s e d  along the infnnnation 

m3m is not going cut unt i l  this m*, 11/20/91. sorry for delay 
in-. 

regarding my tape 1 realize, howevrzr8 thnt 

- 
D 
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91 1 Soson$ Street, N.E. 
Washington. D.C. 20002 

202 675-4900 I Fax 675491 1 
? 

HMORANDun 

For: David Watkins r .  -. 
Re: Tape of news segment (3 

i@ agains t  B i l l  Clinton 
!%$ 

February 11, 1992 

re: Republican d i r t y  tricks being used 

s Last night Channel 5 here (WTTG - Fox t e l ev i s ion )  car r ied  a segment 
l;ij on t h e i r  10 o'clock news about the th ings  being used aga ins t  B i l l  
17: Clinton. It included an i n t e r u i w  of Ron Brown, a statement by a 
Iy nat iona l  Republican o f f i c i a l .  a reference t o  t h e  spots being run i n  

0 the  segment-led t o  the  conclusion tha t ,  yes, there  are strong l inks  
0 
-4 1 

1;- iz : 

E N.H. by Arkansas Republicans. etc. The WTTG newsman who prepared 
.i t o  Republican d i r t y  tricks - Arkansas o r i g i n  and nationally.  

It s t ruck  me t h a t  if t h i s  segment, or samething l i k e  it, w e r e  run 
l a  N.H. with the theme, "Don't base your VOEe  an d i r t y  tr icks",  it 
could be q u i t e  powerful. (I don't how about t h e  r i g h t s  involved 
t o  use precisely t h i s  segment.) 

The campaign may already have noted t h i s  segment o r  may have something 
along the  same l i n e s  i n  the works. 
both a 112" and a 314" tape of the segment t h i s  afternoon and w i l l  
send i t  FEDEX t o  you tonight (or t o  where you may suggest.) 

With bes t  regards, 

t 

I n  any event, I am obtaining 

a 

24015 



February 17, 1992 

Pat and Bill Anderson 
Public Office Corporation 
911 Second Street, N.E. 
Washington, D.C. 20002 

Dear Pat and Bill: 

AS you know, the Clinton for President Committee has been 
negotiating a loan with Worthen National Bank of Little Rock, 
based on the level of matching funds anticipated from our 
fundraising efforts. We executed all loan documents on Friday, 
February 1 4 ,  1992.  

Worthen National Bank will transfer funds to the Committee based 
on a "Certifiable Matching Funds List" submitted to the bank by 
POC (See exhibit "C", attached). The bank will allow the 
Committee to borrow 90% of the Certifiable Matching Funds List. I 
will let you know if a faxed copy will be acceptable, or if an 
original will need to be sent via overnight mail. 

The Committee anticipates 4 to 5 takedowns of funds from Worthen 
between now and March 1 7 ,  with the first anticipated on February 
21 or 2 4 ,  and the second on February 28  or March 2 .  I will 
provide you with more specific dates as soon as they can be 
determined. 

The campaign must maximize its borrowing potential over the course 
of the next month. It is therefore critical that the compliance 
office in tittle Rock and POC are as current as possible in the 
processing of contributions. Keefey will be the contact person 
between POC and the Committee on the initiation and processing of 
the necessary documentation for loan advances and will coordinate 
with me on the flow of documents between POC and Worthen Bank. 

POC has a tremendous responsibility on behalf of the campaign, and 
we will support your effort in every way. 1 will rely on you to 
keep me informed of any needs you may have in terms of staffing, 
etc., or in any changes we need to make in the compliance office 
to better assist you. 

24016 
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The next t h i t t y  days are extremely rxfthal for the Clinton for 
President Campaign and we do realize that we must a l l  work 
together as a team to ensure success. Thanks for a l l  your past 
efforts and let’s Blake it happen tagether for the next th ir ty  
days 1 

David katk ins  
Deputy Campaign Manager 

cc: Keeley Ardman 
David Ifshin 
Phil  Friedman 

24017 : .  , 



DATE : 

Public O f f i c e  Corporation (mPOCw) s ta tes  that klae attached 
list of con t r ibu t ions  and portions of contrfbufAons t o  the 
B i l l  Cl in ton  For pres ident  Campaign itlass any d e b i t s  for 
returned cheeks) t o t a l i n g  $ ( "Cer t i f i ab le  
Matcbing EPunds L i s t  loo. is submitted as the basis of 
an a p p l i c a t i o n  for Worthen National Bank of Arkansas man 
Advance No. t o  the Clin ton  Tor Pres iden t  Committee fn 
the amount of $ ( 9 0 %  of c e r t i f i a b l e  Matching mnds 

_ _  YZ L i s t  Nc. I .  The POC certifies t h a t  the funds listed on 
I, 

- 

. . a t t ached  C e r t i f i a b l e  Hatching Funds L i s t  No. - 
(a) have been reduced bx t h e  amount st any re turned  

checks included on any previous C e r t i f i e d  
Matching Funds L i s t .  (The smut of the debi t  on 
the a t tached  l f s t  for settaxpled checks t o t a l s  

(b\ do not conta in  funds vh ich  have been previous ly  
submitted to Bank on a previous Certifiable 
Hatching Funds List by the P u b l i e  Off ice  
Corporation; 

[c) c o n s t i t u t e  legal campaign con t r ibu t ions  under a l l  
app l i cab le  federal and s t a t e  laws: 

(d) are certifiable by t h e  Fcdexal E lec t ion  
Somission as matchable finds t o  be p a i d  dollar 
for d o l l a r  by t h e  P r e s i d e n t i a l  Primary Hatching 
Payment Account of t h e  Uni ted  States  Treasury: 

(el either (11 are contained i n  BOrrowerss previous 
submission to t h e  FEC of , 1992 and 
for which no matching payment has been made t o  
Borrower, o r  (2 )  w i l l  be kicluded by Wrrower 14 

A its next  possible FEC submission on e 

1932. (Complete (11 or (21 ) ;  and 

( f )  con ta in  no c o n t r i b u t i o n s  which have not been 
i n d i v i d u a l l y  reviewed by the w)C Lo cheek for all 
requirements necessary to  be el igible  as matching 
funds by t h e  Fedexel Elec t ion  Canmission. 

f _. 1 

- 

. -  

The above statemento are true and correct to t h o  best of my 
knowledge and belief. . 

- . . ,.. . .. - . .. .. . 

! 



e013722292 a1 a3 PRES. 

IN THE DXSTRfm OF COLUHBIA 
3 

SUBSCRIBED AND SWORN to before me, a Notary Public, this 
day of 1992. - 

24019  
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Certifiable Watching Punas List NO. [Smple) . 
Submitted to Bank on I992 

(Check and C o m p l e t e  A or B Bclov) 

( A )  ~ h i r  .list of certifiable matching 
funds i s  contained in Emtrowx's preoicw 
submission to the PEC on . 
1992 and for which no aaatchh~g paym?na: has 
been made to Borrswr; or 

(BI This l ist  cf  certifiable matching 
funds will be included by B O P P ~ ~ P  in its 
next: possible FEC submissPon OR e 

1992- 

Hatchable 
This Submission ContGibutor 

John Doe $200 $100 

i 

I 
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FROM : 

DATE : 

RE: 

' Hickey Kantor 
Eli Segal 
Hark Gearan 
~pclce Lindsey 
David Wilhdm 
David Watkins 

David Ifshin 
Philip FrisCman 

#arch 23, 1992 

Convention and General Election Planning 

Last October, w e  stressed the iaportanee of the changes in 
t!!e timing of the federal matching fund pa n t s  and la te  
revisions to the regulations on bank loans potentially 
decisive ia having available cash to contest battleground 
primaries. Thta finalization of! that loan was impaired 
unnecessarily by the czmpaignes la te  start and a tendency of too 
many hands trying to grab the wheal at ths lae 
are even more signitiat issues -a new devel 
affect whether millions of dellarrs vill .be ava e or usable i n  
the general election. W e  need t o  begin now It SB 
issues as an integral part o f  our convention aurpP general. election 
planning. 

strategic planning fer the transition frapp the primary to general 
election, we have? assembli& M experienced committee o f  volunteer 
attorneys to provide assistance to the Campaign. These attorneys 
include : 

ta. Thore 
t t h a t  vill 

To assess t3e impact of the various teguLations a ~ d  provide 

xez c=0ss: pastncr at skadden, w s ,  and former Ucief of 
~ ~ o r c e m e i k  a t  the Fe6eral Election Comuissien. 

Lyn U t r e c h t :  Partner ad Uazmtt, PhSrlps, LOrsa6X G%neral 
Cowael to the &=kin Presidential Campaign and CePnty 
Generd C o u n s e l  to tihe 1984 Xondale for President C o d t t e J C r -  

Joe Sandlar: Partner, cent. ?ox, General CQunsaS to *A@ 
hsoeiatfon of State Democmtic Clairs. 

1 
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Chr i s t ine  varney: Partner, Hogan & 
Counsel to the Democratic N a f i Q M l  

Hartson, fermer G@naral 
committee. 

This committee of volunteer attorneys represents vi-ually 
all 03 the experienced availabLe t a l e n t  i n  the campaim finance 
area end w i l l  a s s i s t  the G e n e r a l  counssal i n  advising Lba 
Campaign on the following matters: 

I. wind-up of Clineon for gresiemt eo i t t e s ,  Lac. 

spend S27.2 million during the primary period. 
SS.524 million is available for exempt fundraising expenses. 
While privata  contributions w i l l  likely conprise the bulk of the 
Conunittee's assets, the Committee is e n t i t l e d  to receive a 
~paxirmm o f  Sr3.81 mil l ion  fn primary matching funds. 

Witbin 15 days after receiving the nomination, &%e Committee 
must f i l e  a statement of net outstanding campaign obligations 
("HOCOw). A NOCO state¶eat is a statement of the amount o f  
obligations for qual i f ied campaign expenses less cash and other 
assets of the Committee. If the CoEPmittee is in a deficit 
position on the date of the nomination, the C o d t t e a  may 
continue t o  raise pr iva te  contributions and receive Iriate-hing 
p a p e n t s  for matchable coneributions. CorPversely, i f  as? 
Commit tee  is i n  a surplus position, it w i l l  not be en t i t l ed  La 
any further matching fund payments. 

As the NOCO requirements indicate, there i s  a d i s t i n c t  
benefit to the Cormnittee incurring primary election obligations 
right up to the nomination. while p r b r y  funds m y  not be used 
for the general election, strategic purchases of equipment, 
m@dia, polling and other it- during the primary period can -- 
without using the limited general tsPeCti0A fwu!s -- -it the 
campaign i n  the GeneraL. Thus, with the nomination i n  hand, the 
C o d t t e e  say otake extensive media buys i n  key states where 
primaries have not ye t  been held (i.e. CA, NJ, NY, OH. efc.) e0 
make voters familiar vi th  Clinton and his message. 

must be paid for out of this account. 

TI. b o n e d  Ersction rinrncing 

The Democratic nominee is entitlexi to a public funcling 
entitlement of 555.24 million. This entitlesent also constitatas 
the expenditure L i m i t  of the presidential  campaign in the g a n w  
election. 
are 6ubmi t ted  to and approved by the Commiasiom, this e n t i t l e e  
w i l l  be available to the General caatgaign approxhatoly four +O 
five days after the nomination. 

pzohibitd front accepting private ~ & i ~ i s u t b ~ ~  except for the 

me Clinton for P r e s i d e n t  C o a t t e e ,  Inc. i s  en t i t l ed  to 
hn additional 

The campaign*s direct expenses for the convention in July 
(See Section V below). 

\ 

mter the appmpriate agreemntzs and certificatiens 

In accepting this e n t i a  F e m  ign i 6  

.. 
24022 
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General Campaign's legal and accounting compliance fmd. 
G e n e r a l  Campaign is also prohibited from using any excese prixiary 
funds for general e l e c t i o n  expenses. 

The 

I 

111. Coordinated Paarty 

In addi t ion bo ?;he $55.24 mil l ion  tha t  may be spent  by the 
p r e s i d e n t i a l  campaign i n  the general  e l ec t ion ,  there are 
add i t iona l  funds ava i l ab le  from the Democratic National Committee 
("DNC"). The DNC is e n t i t l e d  to spend $10.33 mil l ion  fn 
coordinated p a e y  expenditures during the general @ b e t i a n .  This 
money is commonly refarred to as  44la(d) money. Coerdinated 
party expenditures are, 11 separate  From the general e lecz ion  
expenditure limits: 2)  made i n  consultation with the campaign; 
and 3) paid d i r e c t l y  and repor",cd by the . 

Individuals  may make COntZibUtiORS of no more than $20,000 
each to the nat ional  party committees ( i .e .  nat iona l ,  house and 
sena te  campaign committees) to finance the 441a(d) eadieures . 
N o  ind iv idua l ,  however, may give more than S25.000 in aggregate 
federal contr ibut ions in a calendar y e a r .  

t o  finance the 441aId) expenditures of no more than SlS,OOO each 
t o  the na t iona l  committee, House campaip committee, and the 
Senate campaiqn committee. 

ZV. 

cont r ibu t ions  f o r  a legal and accounting compliance ful;rct. 
Individuals, even those who "maxed out" i n  We pphary ,  may 
con t r ibu te  51,000 t o  such fund. 
raised p r i o r  to the nomination. 

funds from the C & t t e e S s  pr-ry accounts may be transferred to 
the fund. 

PACS may give cont r ibu t ions  to the national party committees 

L e q d  and Accounting Gempliaacr -4 

The p res iden t i a l  campaign is p e d t t e d  t o  raise privata 

m a s  fo r  such an accmnt rnay be 

r n  1988 t h i s  fund vas approximately $6 million. Excess 

The fund may be used for the following. 

1) t o  pay a l l  amounts, including salaries, incurred by the 
campaign for legal and accounting sewices t o  ensure 
compliance v i a  a@ Act. 
2 )  to defray that port ion of overhead, gayroll, ccI1DPg?utBX 
services, etc. that are related t o  complliance. 

3) t o  defray m y  civil or criminal penaltits 

4 )  to a s  repaymsnes 
5 t o  defray urrreiPbursd Secret Srrvice transportatfoa 24023 
costs 
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6) t o  d e  a brrdqe loan to the-cenetal .Campaign prior to 
the r aee ip t  of f ede ra l  fun-. 

V. party ~ c t i o i . 9  on Behslf 0f Preddent.fol Cwapsbgma 

I n  o rde r  t o  encourage grass roots party ac t iv i ty ,  the! law 
permits p o l i t i e a l  party eonmattees to engage i n  'Dgenericlq party 
buildiny activities that provide Benefits  t o  the presi2antial 
campaign. 
frande and do not count against t h e p r e s i d e n t i a l  campaign's 
expenditure l imi t .  It is these Funds w h i c h  have been 
disparagingly character ized as  Asoft moneym m y  make the 
d i f fe rence  between vi- and defeat in a close eLe6tian s i n c e  
they are usable  for programs desi..ed t o  increase targeted voter 
turnout. 

These a c t i v i t i e s  may be paid f o r  w i t h  state party 

while c e r t a i n  res t r ic t ions  are assockited u i a  some of the 
activit ies,  they include t h e  follow-- 

1. 

2 .  Volunteer campaign materials (but",ons, b a p e r  s t i c k e z s ,  
handbills ,  brochures, yard signs, @tc33 

3 .  Slate card distribution. 

vo te r  r e g i s t r a t i o n  and get out the vote: 

The rules governing these funds have been changed 
dramatically by the FEC following a law s u i t  by CoramDn Cause. "ha 
new regulat ions a l t a r  the permissible a u o c a t i o n  of funds betweera 
federal and non-federal sources. "he consequence is that the SSQ 
mill ion or so calculated for f2ze general  through the state 
p a r t i e s  may be oP g a r  lesri value. rsorcove~, these nev.allacation 
rules have forced many state parties i n to  a .pos i t i on  where theit 
federal accounts are i n  increasing debt. Comprehensive planning 
in this area needs t o  begin immediately i n  a uamer t h a t  is 
in tegra ted  i n t o  our general e l ec t ion  planning and coordination 
with the DNC. 

n. convantiso. Uelatea-Exgenses 

I n  July 1991, the Democratic National Committee received For 
i t s  nominating convention committee $10.6 million i n  Federal 
funds. I n  1992 t h i s  amount w i l l  be increased by M a d d i t i o n a l  
ent i t lement  02 5448,000 a5 an adjustment f o r  inf la t ion.  Speci7Z:ic 
regula t ions  govern expenditures at the convention and 
ContrFbutions that ray be received to defray eomentfon expenses. 
It is iqerative that all convention planning take into accowfr 
these l i m i t a t i o n s  an0 raotrictLons on the use of  federal funds. 
As noted In Section XI the campiga*s OWA ea@@nses m u s t  be .paid 

\ 

t out of oup primary caapaign acccw& _. 
* - 

. .  - . ... 
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To: P a t  Anderson 

From: David Wsrtkine 

Re: Cemplience Fund 

D s t e :  May 21, 1992 

To aemi8t ua in planning for the trernrhtion to khe WnerarZ 
election, particularly regarding fundraiPring and ananag 
the General election compliance fund, we will need BCV 
from you om your visit t o  L i t t l e  Roek nexk week: 

1 .  A plroposal outlining PQC?B cnpabilitise 6cr ~~~~~~ 

m d  reporting of the campllrurce fund. 

2 .  A lint 02 &J.l axceosive contributots, broken down betwaen 
a. thoee that: cm be reattributed to another donor 

for the ptbmary, 
b. thorn that: can be r ~ d ~ s ~ ~ ~ ~ ~ ~  t o  the compliance 

fund. 
Please include the dates of all exeemaivs contributions. 

Your thoughte as to how WQ) can betker assist you in the 
f i l i n g  of  the remaining primary cormglimce reports. 

submitted for matching, but which dll be in the futuro. 

A rample of all affidavits used by PQC during the 
primacy . 

3 .  

4. A n  eetimate of contributione which have not been 

5,  

We are looking forward to youp visit. 
know your txavel arrangements. 

Please cal l  Aeeley when you 
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TO : DAVID VATKINS 
m L e Y  mMND 
CHXUSTINZ VARXEY 
BARBARA YATES 
PAlpTY REILLY 

PROH: PAT UJDERSOM 

BATE: JbNE 15, 1992 

RE: GENERAL ELECTION SERVXCES 

PUBLIC OFFICE CORPORATION 

................................................................................ 
Thank YOU for the opportunity to present our ideas to you. 
working with the Clinton for President Committee. 
of service to the campaign and we are thrilled that Governor Clinton will be 
nominated. 

There isn't much time to enjoy this plateau, however. 
challenge ahead. 

The Clinton Cormnittee is up against savage computer capability with Ross Perot's 
background and this is George Bush's second time around. 

Ye don't claim to have the only solution but ve ask your continued trust 
because we have demonstrated our ability to produce quality products, to be 
flexible, to be resourceful, and t o  meet deadlines when the work has been 
heaped upon us at the last minute. 
very cormnited to this campaign. 

There are several areas where we believe the general election campaign can 
benefit froa centralized data management and support services that can be 
provided by Public Office. Each is discussed on the folloving pages; the final 
section contains the cost overview. 

As you read, please bear in mind that configurations mentioned herein regarding 
equipment, manpower, vtrk-mix, vork-flow, etc., are intended to give some 
structure, (L common point, from which effective discussion and decision d i n g  
can begin. 
set of specifications, it stands to reason that ve night overlook some details 
that seem obvious to you. Any plan we present comes with the realization that 
it must be flexible and able to meet contingencies. 

Ye have enjoyed 
We arc proud of our record 

There is a much greater 

And, we have been a team player; we feel 

In a presentation such as this, vhere ve are not responding to a 

i 
24826 

L 
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TASK A. Fulfill obligations of current contract regarding Primary campaign. 

- manage contributions and contributor records - generate and track thank you letterslenrelopes - produce various reports containing contributor data - manage matching funds effort - obtain contributor compliance documentation, as necessary - manage primary expenditure data (checks, payroll, and drafts) - generate PBC compliance report (receipts and expenditures) - provide general support for fundraising effotes - provide PEC vith final audit tape containing primary ' 
contributorlexpenditure data 

TASK B. Support General Election Accounting and Compliance (GLAC). 

- manage contributions to GLAC in a similar manner as the 
- generate and track thank you letters/envelopes - produce necessary reports for campaign management - obtain contributor compliance docurnentation, as necessary 
- manage GLAC expenditure data - generate G U C  compliance reports (receipts and expenditures) - provide general support for GLAC fundraising efforts - provide FEC vith final audit tape containing GLAC 
contributor/expenditure data 

primary contributions UNDER THE CURRENT AGREEMENT AT THE SAHE PRICES 

Our system is very adept at tracking two elections (P and G). 
We can give you any reports necessary for management of the GLAC . 
(contributions and expenditures). Having both types of contributions 
side-by-side in the contributor's record will ensure that balancing is 
possible and that the contributor's history is a complete one, in one 
place, not fragmented into separate files. 

TASK C. Support the clean-up of Little Rock's accounting data in order to: 

- make sure that the more complex expenditures (i.e., World Wide 
Travel, Greenberg-Me, etc. ) are properly documented and allocated - make sure that the data in the Little Rock accounting system agrees 
with POC expenditure database - transfer the invoice data to the POC system (either manual input ori 
magnetic tape vould be okay vith us) - this is necessary to generate 
accurate debtlobligation schedules for the PEC (see comment belov) - enter vendor data on POC system (see comment belov) - vhen ve are at the point vhere the computer data agrees vith the 
documents and ve feel like the data is accurate, re-file (supplant) 
all PEC compliance reports for the Primary in one fell swoop - generate the final tape to the PBC for audit purposes 
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Data on the POC system was recently termed as "the best accounting data 
available.' 
the FEC and ensure an "easy, clean audit" of primry expenditures. 

One thing to remember here: it is NOT imperative to put the invoice data 
on the POC system if the system in tittle Rock can do two things: 

(1) generate accurate historical debt/obligation inforsation 

(2) generate a clean magnetic tape to give to the PEC as regards 

If the plan is to keep the data on the Little Rock system and rely on 
It to generate the mag tape, we reco~errd that: 

(a) a tape should be generated ASAP to support the plan, and (b) it 
should be read into the POC system and "looked atm with the thought of 
"is this vhat we want to give to the FEC." 

This task is necessary to shore up the data reported to 

on a month-ending boundary, and 

invoice data and vendor files 

TASK D. The role of Data Uanager for the General election expenditures: 

Proper, effective management of this process is one of the keys 
to winning the election (not to mention avoidance of fines and 
bad publicity). 

UE PRESENT OUR TEOUGtlTS ON TEIS PROCESS FQR WRATEWRR VALUE TBEY 

RESPONSIBILITY. 

PLEASE SEE PAGE 6 TASK D CQUHENTS FOR A COHRROMSE PLAN WHICE W3U 
USE POC AS INSURANCE AND TO ASSIST. 

I think we all agree that: 

- in order to avoid being droned with the workload, the Gomaittee 
- the day after Governor Clinton's nomination Is day one. 
Let's begin with an overviev of the major parts (units) of the process: 

(1) Budget - establish cost centers and allocate budgeted expenses - design budget codirig system that is also used 
as basic PEC reporting code - create "wish list" and basic budget reports to 
be used for budget control and strategy management 

- write procedures for authorization of expenditure 
process (varies based on budget item and 5 level) - track budget$ versus invoices/payments 
(hooking up the Budget$ with what is happening) 

- vrite procedure for processing invoices and dynariic 
payments (manual checks and drafts) so that item are 
coded properly ASAP so that budget data is alvays 
up to the minute 

HAY BE -- NOT AS A WCOHHENDATION TBAT POC BAVE TEE PRMARY 

must stay in control from day one; 
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(2) Payments - drafts (issued and used by field) 
Mnual checks 
system checks 
vire transfers (from GOA, MEDIA) 
payroll 

(ad hoc checks issued dynamically in L.R) 
(payments handled in routine manner) 

(generated by payroll service and 
subsequently loaded into EXPEND DB) 

(3) Compliance - make sure all expenditures are documented and 
tracked properly - review budget coding as a double check - interface with field, as necessary to obtain ' 

docrPmentation/missing information - reviev Invoices to make sure cverpaymentdunderpayments 
do not occur - monitor, monitor, monitor 

. .  

. -  

, i 
.. 

. .  

.. 

Accounting - perform all accounting functions based on daily 
journals and reports from the data management unit 

data management unit uncovers 

- perform accounting oversight responsibilities - balance bank statements based on information that 
- reviev reports from data management for accuracy - prepare financial statements 

(5) Oversight - make sure that all parts are vorking together - resolve problems, bottle necks, inefficiences, 
- spot check various processes for completeness 

- be central point for effective comunication between 
- keep things legall - handle any delicate matters - reviev FEC reports 
- coaputerize and track the data involved with Budget, 
Payments, and Compliance - act as data entry operator, as required, - react to needs o f  Budget, Payments, Compliance, 
and Oversight departments 

- be reponsible for accuracy of data, consistency of data, 
and timely updating of data - design and produce reports, working papers, as necessary 

- perform basic "bank statementm balancing and turn over 

bulges in work load, etc. 

and accuracy 

the "parts" 

( 6 )  Data Hgt 

to support all parts of this process I 

results to Accounting 

The point of this "unit" approach where the data management is performed 
centrally, is to achieve the following: 

- 
1 .  
2 4 0 2 9  

maximize the AVAILABILITY of data 
eliminate dual data entry 
eliminate bottlenecks 
Increase efficiency 
reduce costs 
guarantee a first-rate budget process that will really serve 
serve the campaign and be available on a timely, routine 
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Don't forget, the VOLUME of data for a single month will increase over the 
heaviest of Primary months by a factor of four. Vhere the process has 
sagged in the past, you are guaranteed collapse if the volume is four 
times heavier. 

.. 

, I :  

. .  
4 .  

TASK E. Provide data security and redundant systems. 

- Public Office has a perfect record in providing data security 

- Ue backup daily to magnetic tape; ve take tapes offsite regularly. 
- We also take to an offsite location an entire set of check 

for campaign information. 

documentation and capias of all affidavits. 

the Clinton campaign management should have a disaster backup 
site with a redundant system already running en it. 

This would be accomplished by Public Office setting up another 
computer, one that is compatible with the computer ve have in 
aur present office in Washington, at a site in nearby Virginia. 

- In addition to providing redundancy, the increased capacity of 
another system vi11 be much appreciated in supporting the increased 
volume of the general election campaign and the increased number 
of people who need terminals and printers connected to the expenditure 
and budget databases. 

can be charged against the GLAC fund. 

- We believe that, in addition to our regular security procedures, 

- It is our opinion that nearly all of the cost of this separate site 

- In the event of disaster at the computer site, a backup tape 
can be loaded immediately into the compatible system and little time 
and usually little data is lost. 

TASK F. Provide Fast Response Database Products. 

We have been seeing a marked increase in the requests for selective 
lists of contributors as vel1 as for mailing labels and magtapes 
for AB Data direct mail programs. 

Since this is proceeding smoothly, the Canunittee may wish to add 
other key groups to its online databases -- key labor people, 
key political people, volunteers across the country, staff, etc. 

We can talk about this more a little later. 

2 4 0 3 0  . 
L 
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About Costs and Implementation: 

Task A. 

--_---------o__--___------------------------------------------------------------ 

It is a given that POC will continue Task A, vhieh IS fulfilling 
the current obligation as regards the PrilPary caWdr[Yn. 

Ue thir-k it makes sense from a data management and compliance 
point of viev to Assign Task B (GLAC contributions and reporting) 
to POC under the same terms and qreerents as Task A. 

The management of the G U C  expenditures is covereil 8s an item in 
Task 9. below. 

Task B. 

Task C. The cleanup of Little Rock systea and re-filing of PBC reports 
for Primmy - for the time being, this must be done on a time md 
Pattrials b a s i s .  Work on this Task v i l l  be done on a re-actioe 
basis rather than pro-active basis. 
that most of the vork needs to be done in Little Rock on the 
accounting system's data. 

As of right now, it appears 

When the task can be moxe defined, ve can do some cost projections. 

.L 

i- 

Task D. Prom the lack of indications othervise, the read I get on Task D 
(general election expendi ture/budget management) is that you prefer 
to handle this task in-house, using the accounting system packages. 

This is such an enomous task and such an important task thac 
I wouldn't vant to touch it vithout the proper resources and 
computer system. when I estimate that cost, especially vhcn 
you add a redundmt capability to i t ,  I am afraid i t  vould only 
serve to reinforce your current thinking of doing it in-house. 

So, I offer this alternative solution that will give you 8 backup, 
contingency plan were something to go sour along the way: 

- Authorize POC to develop their expenditurekbudgct management plan 
and use the G U C  data as the empirical data on the system -- this 
---ill not only serve a useful purpose but provide a backup 
accounting system to the one in Little Rock. 

We will develop and manage the entire GLAC expenditure system 
(data entry, check generation, budget coding, bank balancing, cash 
aanilgement, etc.) on a tire and materials basis not to exceed 
Sl00,CUM from right nov to Dgceslber 31, 1992. Our objective drould 
be to have the basic system up and running ASAP but not later than 
August 1, 1992. It vould be a mirror image of AT LEAST the 
capabilities of the accounting system you have in Little Rock. 
Ve guarantee that any reports and data management needs are met 
to your specifications. 

Again, the purpose of this vould be to have i n  place a contingency plan to 
provide support, if needed, to the system you will have in Little Rock vhile nt 
the same tiae be serving a useful purpose. 
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- So far as a redundant computer is concerned, I recommend you taka 
that insurance too. Ve have an offsite facility where a system 
of our current capacity can be kept running, ready as a backup. 
This expense, because it is a backup to legal and accounting, 
should be considered a C U C  expenditure. Ve vi11 be happy to 
quote you 
system in readiness. Ve ESTIMATE that total cost to be around 
$lS,OOO between July 20 and election day. 

Remember, vhat ve are talking about is a computer that is *yoursR 
except that the data is not on it. The setup, the accounts, 
the ports* the program structures, etc., are waiting and ready 
to be used as soon as you load in the data files (routinely 
kept on backup magnetic tapes anyway). 

precise figure for maintaining this compatible 

.. , 

I hope you &now by nov that we want nothing but the best for this campaign and 
that ve hope that everything runs very smoothly from nov until November. 
think you have brought on staff terrific, bright people. 
headquarters. 
soon as possi:Jle. 

Ye 
Good luck in your nev 

Ve hope that you will let us know your questions and thoughts as 

Sincerely, 

Patricia Y. Anderson 

L 



June 30, 1992 

Pat Anderson 
Public office Corporation 
911 2nd Street, N. E. 
Washington, D.C. 20002 

Dear Pat: 

Thank you for coming to Little Rock to meet with us and for 
your proposal to assist the Campaign during the general election. 

After careful consideration, the Campaign has decided to bring 
all accounting and FEC reporting for the general election in house. 

We appreciate POC's assistance in the campaign to date and 
desire that POC remain a part of our campaign. 

First, as discussed in Task A of your proposal, the primary 
committee continues to be a priority as we retire the debt, and 
continue to submit matching funds. Towards that end, we want to 
continue the matching funds component of the contract as it now 
stands. Moreover, given that the primary committee's reporting 
obligations continue until the debt is retired, we want POC to 
continue to file our FEC reports for the primary committee. Since 
the volume of primary activity will decrease significantly, we will 
need to renegotiate the fees for filing the monthly primary report. 
Also, the expenditure portion of our existing contract expired 
several weeks ago and needs to be renegotiated. Please call 
Barbara Yates at extension 3731 to discuss the terms of the revised 
contract. 

Second, as noted in Task C of your proposal, there is a 
substantial amount of clean up work needed to prepare for the FEC 
audit. H o s t  notably, we are concerned with reviewing the more 
complex expenditures, ensuring that the data in the Little Rock 
system agrees with Poc's database, comprehensively amending the FEC 
report with a focus on allocation, and generating the audit tape. 
Although your proposal notes that this task needs further 
definition, we want your assistance in further negotiations in this 
area. Please include this in discussions of the revised agreement 
referred to above. 

Third, the campaign would like the availability of POC'S 
expertise in th@ coming campaign ora a consultant basis. we want to 



, 

megxiate am hourly rate for this c ~ ~ ~ d t a t i ~ n .  

t o  our continued relation ship. 
Again, we appreciate your assistance t hus  far and look foward 

David Wasins 

i 

. .  
2 4 0 3 4  


